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SUMMARY
Sprint's local number portability ("LNP") filing is facially noncompliant with the
Commission’s orders, and accordingly should be rejected. At a minimum, the tariff raises
substantial questions of lawfulness and should be suspended and set for investigation.

First, Sprint fails to comply with the LNP Cost Classification Order's requirements

governing recovery of OSS costs by seeking to include costs of modifications to billing, 911 and
other systems which that order expressly held are not "carrier-specific costs directly related to
providing number portability."

Second, Sprint calculates its costs based on the years 1997-2003 -- seven years,
rather than the five years authorized by the Commission.

Third, Sprint seeks to force other carriers to purchase unnecessary LNP queries by
tariffing an LNP query charge that would apply to every call delivered unqueried to an NXX in
which LNP was available, without regard to whether even a single number had in fact been ported
in that NXX. The Commission expressly designated this issue for consideration in its prior LNP
tariff investigations, but has yet to resolve whether such charges are proper. Queries for calls to
NXXs in which no number has ported are neither necessary to route calls, nor permitted by the
Commission's LNP orders.

Fourth, Sprint seeks to recover costs purportedly resulting from its implementation
of wireless LNP. No other ILEC to date has made a similar claim for wireless LNP costs, and
Sprint's attempts to justify this claim simply cannot be credited.

Finally, AT&T's brief review of Sprint's LNP tariff also revealed a variety of other
flaws in its filings. Such obvious errors and omissions in the course of "streamlined" review

counsel strongly in favor of the closer scrutiny possible in a full investigation.
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RECEIVED

Before the JA
FEDERAL COMMUNICATIONS COMMISSION N 291999
Washington, D.C. 20554 [ T
OFPICE OF THE ssomemmy
)
In the Matter of )
)
Long-Term Telephone Number Portability ) CC Docket No. 95-116
Tariff Filings )
)
Sprint Local Telephone Companies Tanff )
F.C.C. No. 1, Transmittal No. 72 )
)
D)

PETITION TO REJECT OR SUSPEND TARIFF
Pursuant to Section 1.773 of the Commission's Rules, 47 CFR. § 1.773, and the

Procedural Order’ issued on December 8, 1998, AT&T Corp. ("AT&T") hereby requests that the

Commission reject, or suspend for one day and investigate the above-captioned tariff filing by the
Sprint Local Telephone Companies ("Sprint") seeking to establish rates for local number
portability ("LNP") query services and LNP end-user surcharges.

It is clear on the face of the instant filing that it fails to comply with the
Commission’s LNP orders, and accordingly it should be rejected.> At a minimum, the tariff raises
substantial questions of lawfulness that cannot be dispelled in the highly abbreviated "streamlined"

process afforded by this proceeding.

Order, Long-Term Telephone Number Portability Tariff Filings, CC Docket No. 95-116,
RM 8535 (released January 8, 1999) ("Procedural Order").

A tariff is subject to rejection when it is prima facie unlawful, in that it demonstrably
conflicts with the Communications Act or a Commission rule, regulation or order. See,
e.g., American Broadcasting Companies, Inc. v. AT&T, 663 F.2d 133, 138 (D.C. Cir.

(footnote continued on next page)
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The limited review afforded by this streamlined proceeding and the other ILEC
tariff reviews that are ongoing represent the Commission's first opportunity to scrutinize ILECs'
proposed end-user surcharges. It has been just slightly over one month since the Commission

promulgated its LNP Cost Classification Order,’ which provided significant new guidance to

ILECs seeking to recover their costs of implementing LNP. In light of the importance and
complexity of LNP cost allocation, that order recognized that "the need to distinguish between
eligible LNP costs and general upgrade costs will require that LECs provide substantially more
detail in filing their [LNP] tariffs than is customary when filing new services tariffs under the price

caps recovery mechanism."*

The Commission's caution is well-justified. In the earlier rounds of
ILEC LNP query tariff filings and the investigations that followed them the ILECs failed even to

make a serious attempt to carry their burden of proof.> As the LNP Cost Classification Order

found, "the cost support submitted with the initial query service tariffs filed by several ILECs was

inadequate to enable the Commission, or interested parties, to ascertain

(footnote continued from previous page)

1980); MCI v. AT&T, 94 F.C.C.2d 332, 340-41 (1983). Suspension and investigation are
appropriate where a tariff raises substantial issues of lawfulness. See AT&T (Transmittal
No. 148), Memorandum Opinion and Order, FCC 84-421, released September 15, 1984;
ITT (Transmittal No. 2191), 73 F.C.C.2d 709, 716, n.5 (1979) (citing AT&T (Wide Area

Telecommunications Service), 46 F.C.C.2d 81, 86 (1974)).

Memorandum Opinion And Order, Telephone Number Portability Cost Classification
Proceeding, CC Docket No. 95-116, RM 8535 (released December 14, 1998) ("LNP Cost
Classification Order").

¢ Id., 719.

3 47 U.S.C. § 204(a)(1) makes plain that the ILECs bear the burden of proving the
lawfulness of their tariff filings.
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n6

that only eligible LNP costs had been included in the end-user and query service charges.
Accordingly, despite the long history of this proceeding, neither the Commission nor potential
commenters have previously had a meaningful opportunity to evaluate ILECs' claimed LNP costs,
and the Commission has never found an ILEC LNP tariff to be lawful.

Against this backdrop, the Commission would be ill-advised to permit the instant
tariff to take effect without the more complete review an investigation will allow.” Indeed, by
suspending every LNP query service and end-user surcharge tariff filed to date, the Commission
imblicitly has recognized that suspension is appropriate to ensure that any LNP query charges or
end-user surcharges comply with its new cost recovery rules. That course is particularly
appropriate in the instant case, given that Sprint's proposed LNP query rates are actually higher

than those in its prior LNP tariff, which predated the LNP Cost Classification Order.

L Sprint Fails to Comply with the Commission's Requirements Concerning Recovery of OS
Costs.

The LNP Cost Classification Order imposed a two-part test to determine whether

a cost purportedly incurred by an ILEC is in fact "directly related to the implementation and
provision of telephone number portability," and therefore eligible for LNP cost recovery pursuant

to the Commission's rules:

6 LNP Cost Classification Order, ¥ 19.

The importance of such review is heightened because, under the Commission's current
interpretation of § 402 of the 1996 Act, if the instant tariff is not suspended carriers taking
service pursuant to the tariff will have no effective right to damages in the event the
instant filing later proves inconsistent with the Commission's orders. See Report and
Order, Implementation of Section 402(b)(1)(A) of the Telecommunications Act of 1996,
CC Docket No. 96-187, FCC 97-23 (released January 31, 1997) 9 18-23.
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Under this test, to demonstrate that costs are eligible for recovery through the federal
charges recovery mechanism, a carrier must show that these costs: (1) would not have
been incurred by the carrier "but for" the implementation of number portability; and (2)
were incurred "for the provision of" number portability service.®

The order made plain that under this test, ILECs may not seek to recover their costs to modify

pre-ordering, ordering, maintenance and other systems that, while potentially affected by LNP, are

not used to provide that service.

The Commission specifically rejected the proposition that eligible LNP costs include all
costs that carriers incur as an "incidental consequence of number portability." For this
reason, in submitting their tariffs, we require LECs to distinguish clearly costs incurred for
narrowly defined portability functions from costs incurred to adapt other systems to
implement LNP, such as repair and maintenance, billing, or order processing systems.’

Sprint's tariff openly seeks to recover costs that violate the LNP Cost

Classification Order's requirements. For example, Sprint's D&J states that it seeks to recover

costs "associated with [its] order entry system, service assurance, billing systems, E-911

provisioning," and operator services systems.'® It's transmittal further pads this recovery by

seeking recovery of costs for "testing that must occur to ensure that Sprint LTC’s normal

operations are not negatively impacted by the new systems and changes implemented to support

LNP.""" These charges plainly do not comport with the LNP Cost Classification Order's mandate

that ILECs may recover only costs incurred "for the provision of," not simply as a result of, LNP.

10

11

LNP Cost Classification Order,  10.

LNP Cost Classification Order, q 12; see generally id., 7 8-14.

See Sprint D&J, pp. 8, 15.

Id., p. 20.
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1I. Sprint Impermissibly Attempts To Recover Seven Years Of LNP Expenses

Paragraph 51 of the LNP Cost Classification Order provides that "Costs for end-

user charges should be amortized over the five-year recovery period. We note that costs, such as
maintenance, to be incurred after the five-year recovery period may not be included in eligible
end-user costs." Sprint, however, calculated its costs based on the years 1997 through 2003 --
seven years, rather than five. Sprint increases its over-recovery by adding a "carrying charge" to

its claimed expenditures for 1997 and 1998.'2 The LNP Cost Classification Order, however,

makes clear that ILECs may only recover five years of LNP-related expenses. Sprint's attempt to
obtain a seven-year recovery period is improper and should be rejected.
III.  The Commission's LNP Orders Prohibit Charges For Queries Unless A Call

Terminates To An End Office From Which At Least One Number Has
Been Ported

Sprint seeks to force other carriers to purchase utterly unnecessary LNP queries by
tariffing an LNP query charge that would apply to every call delivered unqueried to an NXX in
which LNP was available, without regard to whether even a single number had in fact been ported
in that NXX. This issue was a major point of contention in prior LNP tariff investigations, but it
has yet to be resolved. AT&T has responded at length to ILECs' claims concerning this issue in
prior proceedings, and has attached its prior pleadings and ex parte submissions as Exhibit 1 to

the instant petition.”> As AT&T has previously demonstrated, nothing in the Commission's LNP

2 See Sprint D&J, p. 10.

13 Exhibit 1 to the instant petition is AT&T's most recent pleading concerning this issue,

which also collects AT&T's prior submissions on this subject. AT&T Corp. Opposition to
Direct Cases, Number Portability Query Services, CC Docket No. 98-14, filed July 10,
1998, pp. 23-31 and Exhibits 1, 3 & 4 thereto.
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orders or regulations either requires or permits an ILEC to charge for "default” queries before the
first number ports in an NXX. At bottom, Sprint argues that it should be permitted to require
carriers to pay for a bogus "service" in which those ILECs perform LNP queries for no valid
purpose whatsoever. Neither the Commission's rules nor simple logic permit that result.

Sprint's D&J seeks to justify its proposal to charge for queries before the first
number ports in an NXX by arguing that this practice is necessary to prevent unexplained
"errors."

The query charge is applied once an NXX is LNP-capable and is listed in the Local
Exchange Routing Guide (LERG) as portable. The LERG effective date is an appropriate
stake-date since information contained in the LERG is available to all carriers and thus is
not susceptible to the communication errors associated with other forms of notification.
Many carriers are not operating in the areas where portability is available, but do have
access to LERG data indicating that an NXX is being opened for portability.
Consequently, using the LERG opening date as the effective date of the query charge
rather than the date on which porting actually occurs dispels any concerns over precisely
when the charge is effective.'*
As AT&T's Exhibit 1 shows, Sprint's proffered rationale for its query practices is contrary to the
industry's agreed-upon practice, which is to defer querying until the first number ports in an NXX.
The fact that Sprint may believe that its proposed querying method is more reliable is irrelevant --
and cannot serve as a basis for Sprint unilaterally to require other carriers to purchase its query
services in any event. Moreover, most ILECs that have filed LNP query tariffs to date do not

charge for queries in NXXs where no number has ported, and have not reported that this practice

has been problematic in any respect.

1 Sprint D&J, pp. 2-3.
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1Vv. Sprint's Purported Costs To Implement Wireless LNP Should Be Rejected

Sprint seeks to recover for 200,000 hours of work that it alleges it must perform

to implement wireless portability. No other ILEC to date has made a similar claim for wireless
LNP costs, and Sprint's attempts to justify this claim simply cannot be credited.
Sprint's D&J seeks to justify its wireless LNP expenditures as follows:

As wireless carriers begin implementing portability it is anticipated that changes in
NPA/NXX exchange boundary management will be necessitated. More specifically, the
wireless carrier’s numbering resources are spread across an MTA, which, with few
exceptions, exceed in size the ILEC’s traditional rate center boundaries. Today ILECs
assign NPA and NXXs within the confines of those ILEC boundaries. The introduction of
wireless portability will call into question the continued use of those traditional
boundaries. Sprint LTC estimates that, in order for it to accommodate MTA boundaries,
it will be required to analyze and/or make changes to 529 individual systems, requiring
approximately 200,000 staff hours of work.

% %k ok

In preparing for number portability including wireless carriers, the wireless industry has
demanded real-time processing of ported customer orders. Because the company’s legacy
systems currently process all provisioning requests in a night-time, batch process, they are
incapable of providing real-time processing flow requested by the wireless carriers.
Significant OSS changes to the provisioning workflow management, as well as all
provisioning systems are, therefore, required to support this demand."’

First, it simply is not necessary for Sprint to change its rate centers to match wireless
carriers' MTAs in order to support wireless LNP. Each NXX code assigned to a wireless carrier
also has an assigned wireline rate center that conforms to existing rate center boundaries. Sprint
may in fact be re-working its rate centers due to state commission mandates related to number

conservation, for competitive reasons in order to provide wider toll-free calling areas, or for other

reasons -- but those changes are not necessitated by wireless LNP.

1 Sprint D&J, p. 19.
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Second, Sprint's claims that it must radically rework its provisioning systems to
accommodate wireless carriers' requests for shorter porting intervals are equally flawed. Industry
groups are still working to determine wireless-wireline porting intervals, and it is not at all clear
that the Sprint will ever be required to make the systems changes it proposes.

V. Other Flaws In The LNP Tariffs Also Warrant Their Rejection Or Suspension

AT&T's brief review of Sprint's LNP tariff also has revealed a variety of other
flaws in that transmittal. Such obvious errors and omissions in the course of "streamlined" review
counsel strongly in favor of the closer scrutiny possible in a full investigation.

Overhead: Sprint states at page 23 of its D&J that

[Wihile Sprint LTC disagrees with the Commission’s directive, and thus reserves its right

to appeal this requirement, Sprint LTC has, in accordance with the Cost Classification
Order, calculated its overhead in conformance with the Commission’s mandate.

Exhibit 3 details Sprint’s calculation of its overhead factors. Included in its calculations, however,
are line items for aircraft, furniture and artwork, property taxes and "executive" expenses. These
types of general overhead expenses are in no way affected by Sprint's implementation of LNP.
Accordingly, inclusion of these items in the tariff's overhead calculation violates the LNP Cost

Classification Order's mandate that "only new overhead costs are eligible for recovery through the

federal charges mechanism; no allocation of embedded overheads is permitted.""®
Uncollectibles: Sprint's Chart 2B includes a retail uncollectible factor of [JJios,

while Chart 3B contains a 6 wholesale uncollectible rate. The LNP Cost Classification Order

16 LNP Cost Classification Order, § 33.
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required ILECs to "explain any demand adjustments, such as for uncollectible revenue.""’

Despite
this clear directive, the only explanation Sprint offers appears at page 22 of its D&J, which states
only that: "Next, wholesale or retail overhead and uncollectible factors were applied to per unit
revenue requirements by service." This is clearly insufficient to comply with the Commission’s
directive.

Tax Calculation: At pages 2B and 3B of its cost support materials, Sprint

calculates federal income tax by multiplying its return by [tax rate/(1-tax rate)]. As a result, while

Sprint uses a .% federal tax rate, the federal tax it attempts to recover is .% of its return -- a

figure significantly higher than that claimed in the other ILEC LNP tariff filings to date. Similarly,
while Sprint claims that its state tax rate is s, its calculation yields a state tax gross-up of
approximately .% of Sprint's return.

Sprint may have arrived at these recovery amounts because it improperly assumed
that it would owe taxes on its entire return. Sprint's Chart 2B calculated a total required return of
S To determine their federal income tax recovery associated with that amount, they
multiplied the total return by [C/(1-C)], where C equals its marginal tax rate of .%. This yielded
a federal tax recovery of S| Gz

If Sprint financed all its investments with equity and paid .% federal taxes on the
entire return and income tax recovery, this approach would provide an appropriate federal income
tax recovery amount. However, Sprint, like most companies, finances its investments, including

LNP-related investments, with a combination of debt and equity -- that is, Sprint's $-

7 Id., 7 48.
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v Id., 7 48.
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allowable return will be used to provide returns to holders of equity holders and interest payments
on debt. Income taxes do not apply to the return paid to debt holders. In order to determine the
true tax implications of its incremental LNP investments, Sprint must first subtract the applicable
debt interest created by these investments.

End Office to Tandem Additive: Finally, in determining its query rates, Sprint

included $- per call for what it described as a weighted end office ("EO") switching and
transport cost.'® This rate purportedly compensates Sprint for the costs associated with switching
and routing calls from an EO to a tandem switch when a call to a customer with a ported number
is delivered unqueried to an end office.

To calculate this rate, Sprint estimated the number of calls misdirected to an end
office (-%). It then applied an EO switching and transport cost per call of $-/ca11, and
multiplied these two figures to get a blended rate of S} Sprint's calculations are flawed in two
respects. First, Sprint applies this charge to both calls delivered to a tandem and those made
through an end office. Plainly, if a carrier delivers an unqueried call to a tandem, and Sprint
launches a query from that point, then Sprint should not bill EO switching and transport charges

for that call. Second, Sprint uses a rate of S| per call to switch and transport calls between

an EO and a tandem. Sprint provides no support or description of how this rate was determined,

which in itself warrants disallowance of this claimed rate.

o See Sprint Charts 3B & 4B.
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CONCLUSION

For the reasons stated above, AT&T urges the Commission to reject or,

altematively, to suspend and investigate Sprint's Transmittal No. 72.

January 29, 1999

AT&T Corp.

Respectfully submitted,

I

James H. Bolin, Jr.

Tts Attorneys

Room 3247H3

295 North Maple Avenue
Basking Ridge, NJ 07920
phone: (908) 221-4617
fax:  (908) 953-8360
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SUMMARY

This proceeding is the second investigation of proposed BOC LNP query tariffs,
and the second time the BOCs have refused the Commission's express demand that they provide
adequate evidence to satisfy their burden of proof under 47 U.S.C. § 204. The direct cases
pr;-.'sent cursory, narrative descriptions of the data and assumptions underlying the tariffs -- and in
many cases completely ignore issues that the Designation Order required them to address. In light
of their patent inadequacy, both the Communications Act and Commission precedent require that
all of the proposed tariffs be held unlawful.

Given the abject insufficiency of the instant tariffs, AT&T's opposition does not
(and need not) attempt to point out all of the failings of the BOCs' transmittals nor to rebut all of
the contentions in their direct cases. However, in order to help all parties move forward with
LNP implementation, the Commission should decide the outstanding questions concerning LNP
query service that AT&T addresses in this pleading. The majority of these questions also arose in
the prior LNP query taniff investigation, and all of them are certain to emerge in any future
proceeding concerning this service if they are not disposed of here. Given that these issues will
have been thoroughly briefed (in most cases twice over), AT&T strongly urges the Commussion
to resolve them in the instant proceeding, rather than deferring them to a later tariff investigation.

As the Designation Order found, the proposed tariffs have included general

overhead loading factors, in contravention of the Commission's LNP Cost Recovery Order. In
addition, the BOCs offer grossly inadequate information concerning their calculation of overhead

factors, and the factors they employ appear to be significantly inflated.
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The BOC:s also fail to provide meaningful data to justify the costs they attribute to
LNP query service, and seek to recover costs that are not directly related to LNP, in violation of
the Cost Recovery Order. Further, the proposed tariffs allocate portions of embedded investment
to LNP query service, a practice that both violates the Commuission's LNP cost recovery
reﬁhirements and attempts to double-recover for costs that are already fully recovered through
existing services.

Like the vast bulk of the proposed tariffs, the BOCs' query demand forecasts are
not adequately supported. In addition, SBC and Bell Atlantic inflate their demand figures by
seeking to charge for intraoffice queries, as well as for queries on calls to NXXs in which no
numbers have ported.

Pacific and SWBT offer only the vaguest generalities to support their wildly
inflated nonrecurring charges for default queries. There is no basis for these charges, as is
confirmed by Ameritech's decision to withdraw similar nonrecurring charges in the prior LNP
query tariff investigation, on the ground that it had identified ways to automate the billing
processes that Pacific and SWBT assert will require a large (but unspecified) amount of manual
intervention.

In this proceeding Ameritech again seeks to require its direct competitors to
provide it with detailed forecasts of their call volumes, and again proposes to block prearranged
as well as default queries. Its direct case adds no meaningful new data to its previous, inadequate
claims. No other carrier that has filed an LNP query tanff has sought to impose similar
requirements. Ameritech thus must argue that it alone recognizes the purportedly grave threat
LNP poses to network reliability in the absence of detailed demand forecasting. It cannot carry

this immense burden.
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Finally, Bell Atlantic and SBC continue their quest to force other carriers to
purchase utterly unnecessary LNP queries by tantfing an LNP query charge that would apply to
every call delivered unqueried to an NXX in which LNP was available, without regard to whether
any numbers have been ported in that NXX. Neither SBC nor Bell Atlantic, however, can explain
a»-vény the indisputable fact that their proposed taniff would require queries to be performed for no
valid purpose -- and would charge carriers a fee for this bogus "service." Such a result cannot
possibly comport with the "just and reasonable" standard of § 204 -- and it does not comport with
the Commission's prior orders and rules governing LNP. Although both SBC and Bell Atlantic
assert that they cannot implement LNP without charging for queries that even they admit are

useless, Ameritech has irrefutably rebutted this claim by confirming that it will do just that.
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Before the
FEDERAL COMMUNICATIONS COMMISSION
Washington, D.C. 20554

[n the Matter of

Number Portability Query Services CC Docket No. 98-14

Ameritech Tanff F C.C. No. 2, CCB/CPD 98-26

Transmittal No. 1149, as Amended

Bell Atlantic TanffF.C.C No. 1,
Transmittal No. 1041

CCB/CPD 98-25

Pacific Bell Tariff F C.C. No. 128,
Transmittal Nos. 1927 and 1973

CCB/CPD 98-23

Southwestern Bell Tariff F.C.C. No. 73,
Transmittal Nos. 2638 and 2694,

CCB/CPD 98-17

N’ e’ N’ e N Nt N St N Nt Nt N e Nt et Neua Nt

QPPOQSITION TO DIRECT CASES

Pursuant to the January 30, 1998 Order Designating Issues For Investigation
("Designation Order"),' AT&T Corp. ("AT&T") hereby opposes the direct cases filed by
Ameritech , Bell Atlantic, Southwestern Bell ("SWBT"), and Pacific Bell ("Paciﬁc:")2 concerning
the lawfulness of their long-term number portability query service ("LNP query service") tanff

filings. The BOCs have failed — as they failed in the investigation of their previous LNP query

: Order Designating Issues For Investigation, Number Portability Query Services,
CC Docket No. 98-14 (released June 17, 1998) ("Designation Order").

Because SWBT and Pacific filed their direct cases jointly, this opposition will refer to
those BOCs collectively as "SBC," their parent holding company.

AT&T Corp. 7/10/98




service tariffs -- even to make a serious effort to carry their burden of proof in this proceeding In
light of the BOCs' continued refusal to accede to the Commission's clear and repeated directives
to provide adequate cost support for their LNP query tanffs, neither the Commission nor
commenters can make a reasoned determination that their proposed rates are just and reasonable.
Accordingly, both the Communications Act and Commission precedent clearly require that all of
the proposed tanffs be held unlawful.

Given the abject insufficiency of the instant tariffs, AT&T's opposition will not
(and need not) attempt to point out all of the failings of the BOCs' transmittals nor to rebut all of
the contentions in their direct cases, but will focus on certain critical issues. In addition, the
instant tariffs have failed to correct many of the deficiencies found by the Commussion and
commenters in the previous LNP query tanff investigation. AT&T will not burden the
Commission by repeating the arguments it made in that proceeding, but instead has attached its
opposition to the BOCs' direct cases in that investigation as Exhibit 1 to this pleading, and

incorporates that document herein by reference.’

? AT&T, Opposition to Direct Cases, filed February 20, 1998, pp. 16-18, in Number
Portability Query Services, CC Docket No. 98-14 (attached as Exhubit 1).
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In order to help all parties move forward with LNP ‘~plementation, the
Commission should decide the outstanding questions concerning LNP query service that AT&T
addresses in this pleading in addition to declaring the proposed tariffs unlawful. The majority of
these questions also arose in the prior LNP query taniff investigation, and all of them are certain to
emerge in any future proceeding concerning th:s service if they are not disposed of here. Given
that these issues will have been thoroughly briefed (in most cases twice over), AT&T strongly
urges the Commussion to resolve them in the instant proceeding, rather than deferring them to a
later taniff investigation.
L B P YHAVE FALED T PROQE

This proceeding is the second investigation of proposed BOC LNP query tariffs,
and the second time the BOCs have flatly refused the Commission’s express demand that they
provide adequate evidence to satisfy their burden of proof under 47 U.S.C.§ 204. In suspending
the BOCs' previous LNP query tariffs, the Commission made clear that those carriers had failed to
provide adequate information to support their proposed charges, and directed them to provide
such support in their direct cases.* Despite this mandate, however, the BOCs made virtually no
effort to justify their tariffs, leading the Commission to admonish in its order terminating that

investigation that:

! See, e.g., Memorandum Opinion and Order, Petition Of Ameritech To Establish A New
Access Tariff Service And Rate Elements Pursuant To Part 69 Of The Commission's

Rules, CCB/CPD 97-46, released October 30, 1997, § 18 ("Ameritech and Bell Atlantic
have not provided sufficient cost justification and other support to demonstrate the
reasonableness of the proposed charges and rate structures.”).
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We take this opportunity to remind carriers that the burden to justify their proposed rates
subject to investigation rests with them. . . Rather than provide the Commission and
interested parties with sufficient data to evaluate the components and reasonableness of
their charges, the carriers provided conclusory rates and brief narratives describing their
methodologies. They did not prowvide sufficient information demonstrating the calculations
they made to derive those rates.’

Despite the Commission's clear directives in the LNP Tariff Termination Order, the
Designation Order finds the BOCs' current LNP query tariffs are also inadequate in many
respects, and once again reminds those carriers of their obligations under the Communications
Act.

In order to meet their burden under Section 204(a)(1) of the Act to show the

reasonableness of the proposed charges, carriers must fully show the assumptions,
methodologies, allocations, and specific costs supporting their proposed query service

charges. Carriers in their Direct Cases must identify each cost proposed to be recovered,
explain why it is a direct cost of providing number portability query service, and explain
the methodology by which any portion of a joint or common cost is allocated to query
service charges. All investments that are included in the direct cost of providing number
portability must be clearly identified and explained. Carriers should state any assumptions
they make regarding any portion of the query cost calculation including, but not limited to,
assumptions about depreciation, cost of capital, and taxes.’

The Commission thus has made it abundantly clear, in two separate proceedings,
what it requires from the BOCs in order to support their proposed LNP query tariffs. In spite of

these directives, the direct cases once again present cursory, narrative descriptions of the data and

’ Tariff Investigation and Termination Order, Number Portability Query Services,
CC Docket No. 98-14 (released March 30, 1998), § 14 (" Tariff Termination Order").
Pacific and SWBT withdrew their prior LNP query tariffs on the day that their direct
cases were to have been due, while Bell Atlantic withdrew its prior tariff one week before

the LNP Tariff Termination Order issued. That order held that Ameritech's prior tanff
was unlawful on the grounds that Ameritech failed to make a sufficient showing to

support it.

Designation Order, { 10 (emphasis added).
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assumptions underlying the tariffs -- and in many cases completely ignore issues that the
Designation Order required them to address. Bell Atlantic's direct case, for example, is a mere 10
pages long, without a single supporting exhibit. Ameritech similarly fails to provide any new data
in its direct case, instead attaching copies of its taniff and its filings in the Commission's previous
LNP tanff investigation. Incredibly, Ameritech asserts (p. 1) that it responded to most of the
Designation Qrder's requirements in its pleadings in the prior LNP query tariff investigation. The
Commission itself provided an unequivocal rejoinder to this claim in the LNP Tanff Termination
Order: "We find unlawful the taniff revisions contained in Ameritech Transmittal Nos. 1123 and
1130 because Ameritech failed to make a sufficient cost showing to justify the proposed rates."’

The BOCs also repeatedly attempt to argue that they may simply rely on materials
presented in their tariff filings, despite the fact that the Designation Order (as well as the orders
suspending each of the tariﬁ's at issue) expressly found that those transmittals were not adequately
justified. For example, SWBT asserts (p. .7) that its tanff's Description and Justification ("D&J")
adequately explains its methodology for calculating overhead, although paragraph 6 of the
Designation Order finds that it (and all of the other BOCs) included overhead loading factors that
are prohibited by the LNP ecovery Order.*

Ameritech also attempts to argue (p. 11) that its tariff filing provides sufficient

detail regarding the methodology and assumptions it used to calculate its query service rates.

7

LNP Tariff Termination Order, 9 1.

: Third Report and Order, Telephone Number Portability, CC Docket No. 95-116, FCC 98-
82, released May 12, 1998 ("Cost Recovery Order").
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This claim is facially untenable, as the Commission expressly designated as an issue for this
investigation "whether the carriers' methodologies and assumptions used to develop their
proposed rates are reasonable."” Even apart from this fact, Ameritech's reliance on its tariff filing
1s fnsupportable. Amentech calculates its total cost per query, before adding overheads, as

$.002948.'° However, fully 90% of this cost ($.002652) is listed simply as "Other Direct

Expenses." Amenitech's D&J (p. 5) offers a list of certain "cost elements” it claims are "associated
with LNP Query Service," but Ameritech nowhere breaks out the specific costs of these elements,
instead simply offering brief narrative descriptions of them. In light of the fact that, as the
Designation Order noted (1 10), Ameritech's per query charges are 3.6 times higher than SBC's,
the stark lack of detail in Ameritech's filing is particularly damning.

The Commission’s precedents clearly establish that a party's failure to adequately
justify its tanff filing render that tariff unlawful."' Ina ruling last year that is squarely on all fours
with the instant investigation, the Commission rejected several tariffs on the grounds that the
LEC:s filing them had refused to comply with its designation order's requirements that they
provide additional cost support and explain their methodologies:

LECs that filed a physical collocation tariff generally failed to provide adequate support
for their overhead loading factors. Partly as a result of the LECs' failure to explain and

justify their overhead loading factors, the Bureau suspended and initiated an investigation
into the LECs' physical collocation tariffs.

? Designation Qrder, 9.

10 Ameritech, Amended Transmittal No. 1149, April 1, 1998, Exhibit 1.

. See, ¢.g., LNP Tariff Termination Order, § 13, n.46 (citing prior Commission decisions
holding that failure to provide adequate supporting data renders tariff filing unlawful).

AT&T Corp. 6 7/10/98




LECs that were required to provide physical collocation were given another opportunity
to justify their overhead loading factors when they filed their direct cases in response to
the Bureau's Designation Order In that order, the Bureau directed the LECs to explain
how they developed their overhead loading factors.... In response to the Designation
Order, all LECs, including BellSouth, filed direct cases that failed to include all the
information requested by the Bureau. Hence, despite repeated directions from the Bureau
that LECs provide cost support and explanations for their overheads, the LECs failed to
submit adequate cost justification for their high levels of overhead loadings.. .

Based on the current record, the LECs have failed to meet their burden of proof under

Section 204(a) of justifying their proposed overhead loadings.... Accordingly, based on

the current record, we must find the LECs' oniginally filed rates for expanded

interconnection to be unlawful.'*

The BOCs themselves concede that their taniff filings do not comply with the

Commission's requirements. Bell Atlantic candidly admits on the first page of its direct case that
“Bell Atlantic's tanff does not follow the rules that were prescribed after the tariff went into
effect” -- that is, the regulations prescribed in the Cost Recovery Order. That admission alone is
fatal to Bell Atlantic's taniff, even apart from its other deficiencies. Ameritech confesses (pp. 2-3)
that "Some of the cost or demand numbers supporting the Query Service are not supported by a

cost study that fully meets the Commission's latest requirements," thereby also conceding that its

transmittal is unlawful."> SBC also effectively admits that its tariff does not meet the

12 Second Report and Qrder, Local Exchange Carriers' Rates, Terms, And Conditions For
Expanded Interconnection Through Physical Collocation For Special Access And
Switched Transport, 12 FCC Rcd. 18730 (released June 13, 1997), Y 405-07.

Ameritech argues, however, (p. 2) that the Commission should simply leave its LNP tanff
in place until it opts to file revised cost support sometime "much later this year." The
Commission should reject this proposal outright. Section 204(a)(2)(A) of the
Communications Act requires the Commission to resolve this investigation within five
months after the date the LNP query tariffs take effect. After that time, the BOCs are
likely to contend that the Commission no longer has the power to continue in effect the
accounting order established for this proceeding or to order retroactive adjustments to the

(footnote continued on next page)
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Commission's requirements by devoting a substantial portion of its direct case (pp. 4-9) to
defending its own treatment of overhead costs -- and attacking the Cost Recovery Order's
treatment of overhead factors as "economically inappropriate.”'*

The BOCs also argue at several points that because other entities will also be
providing LNP query services, they should be permitted to tariff whatever rates they wish."’ Asa
preliminary matter, it is not clear that there wiil in fact be an alternative to the incumbent LEC in
all cases in which competing carriers may want or need to purchase LNP query service. More

importantly, the Commission already has determined that it is appropriate to require [LEC

monopolists to tariff LNP query services at cost-based rates,'® and the BOCs' attacks on that

(footnote continued from previous page)

tariffed LNP query rates, even if those charges are unreasonable or are contrary to its cost
recovery rules. Such a result would be both irrational and unjust, as it would deprive
carriers that must purchase LNP query services from the instant tariffs of all legal remedies
against overcharges. To prevent that result, the Commission should reject the taniffs
under investigation in this proceeding and order the BOCs to re-file new LNP query
service tariffs.

Even if SBC's argument were not otherwise without merit, it is plainly irrelevant to the
instant tanff investigation. SBC is, of course, free to seek reconsideration of the Cost
Recovery Qrder -- but it may not do so in this proceeding. In all events, given that the
Commission received literally hundreds of comments, replies, and ex parte filings on the
subject of LNP cost recovery, it is difficult to imagine what arguments SBC could present
on reconsideration that were not, or could not have been, previously offered on this
subject.

See, eg., SBC, p. 3.
' See, eg. Cost Recovery Order, 9.
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decision have no bearing on the instant proceeding.'’

I1.

THE PROPOSED TARIFFS INCLUDE IMPERMISSIBLE OVERHEAD LOADING
EACTORS

The recent Cost Recovery Order expressly prohibited the use of general overhead

factors in calculating LNP costs.

Because cammier-specific costs directly related to providing number portability only include
costs carriers incur specifically in the provision of number portability, carriers may not use

general overhead loading factors in calculating such costs. Carriers already allocate
general overhead costs to their rates for other services, and allowing general overhead

loading factors for long-term number portability might lead to double recovery. Instead,
carriers may identify as carrier-specific costs directly related to providing long-term
number portability only those incremental overheads that they can demonstrate they
incurred specifically in the provision of long-term number portability.'*

However, as the Designation Order found ( 6), "[i]n the cost justification for their proposed

tariffs, Ameritech, Bell Atlantic, Pacific Bell, and Southwestern Bell have included general

overhead loading factors." The BOCs do not, and cannot, refute this finding.

Bell Atlantic frankly admits (p. 2) that it "included general overhead factors in

calculating its costs,” and in defense offers only the bare assertion that because it filed its tariff

before the Commission issued the Cost Recovery Order, it should not be required to refund any

overcharges to its LNP query service customers, even though its tariff is therefore unlawful. Itis

hardly surprising that Bell Atlantic cites no authority of any kind for this proposition, which is as

18

It is, moreover, ironic that the BOCs argue both that the market for query services is
competitive and that they are permitted unilaterally to force other carriers to purchase
unnecessary queries by charging for that entirely superfluous "service" on all calls to
NXXs in which portability is available, even if no number has in fact been ported in that
NXX. See infra Section VII.

ost Recove rder, § 73 (emphasis added).

AT&T Corp. 9 7/10/58




novel as it is unjust. Furthermore, the Commission's order suspending Bell Atlantic's current
query tariff recognized that the LNP cost recovery proceeding was then ongoing, and stated
unequivocally that the tanff "will be subject to any decisions of the Commission in that
proceeding.""’

Not only did Bell Atlantic utilize an impermissible general overhead factor, it
appears to have used an unreasonably large -- and completely unsupported -- factor as well. That
BOC responds (p. 4) to the Commission's requirement that it explain its rate "ma.rkups';20 only by
asserting (without support) that its figures “are in the reasonable range" and are "consistent with
rates in other taniffs" (which it does not identify). Bell Atlantic's tariff states that the difference
between its costs to provide tandem queries and its rate for that service is 31%, while the
difference between its end office query costs and that rate is 54%. However, prior to adding
these markups, Bell Atlantic.: calculated a purported unit cost which included their costs of
investment (depreciation, cost of money, i;ncome tax, maintenance, RTU, administration, ad
valorem tax and "other"), local transport and direct expenses. Bell Atlantic then went on to add
its unsupported 54% and 31% markups, which appear to represent pure profit.

Like Bell Atlantic, Ameritech does not contend that its rates reflect its incremental

costs of providing LNP query service, arguing only that its "overhead factor provides a reasonable

estimate of average overhead costs until actual incremental costs are determined," and stating that

19 Memorandum Opinion and Order, Bell Atlantic Tariff F.C.C. No. 1, Transmittal No.
1041, CCB/CPD 98-25, DA 98-686 (released April 9, 1998), { 8.

20

See Designation Order, 9.
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it will provide further cost support in its August comments in the LNP cost recovery
proceeding’' Ameritech also continues to claim that it did not use fully distributed costs
("FDC"), but thus assertion is baseless. Amentech states that it used historical costs from 1996
ARMIS reports to grow its (completely unsupported) direct unit cost annual cost factor.
Essentially, Ameritech's methodology results in an overhead factor that mirrors historical fully
distributed costs for 1996. If anything, this factor will be overstated because, among other
reasons, Ameritech's overall costs have almost certainly been trending downward since 1996, and
because its calculations use total direct and indirect costs to build its FDC factor. This factor
therefore includes expenses that are neither incurred in, nor incremental to, providing LNP query
functions (e.g,, marketing costs).

As noted above, SBC's approach to the overhead issue (pp. 4-9) is simply to
ignore the requirements of the Degign. ation Order and instead attack the Cost Recovery Order 's
holding that ILECs may not use general errhead factors in calculating their LNP query charges.
However, as shown above, SBC's desire to rewrite the Cost Recovery Order is -- in addition to
being without merit -- irrelevant to the instant tanff proceeding.

The information SBC does provide about its overhead calculations is grossly
inadequate. SWBT first adverts (pp. 7-8) to its original tariff filing, which the Designation Order
found to provide insufficient justification. That BOC then asserts -- without support of any
kind -- that it is today underrecovering its general overhead costs and so must allocate a portion

of those costs (which include expenses such as marketing and other costs completely unrelated to

% Ameritech, p. 5 (emphasis added).
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LNP) to its LNP query services. Pacific's (p 8) arguments are, if anything, even more inadequate,
as that BOC merely asserts in a single sentence that it followed an unspecified methodology that it
previously employed in a proceeding before the California PUC.

[It. THE PROPOSED TARIFFS SEEK TO RECOVER INVESTMENTS THAT ARE NOT
' DIRECTLY RELATED TO PROVIDING LNP QUERY SERVICES

Paragraph 7 of the Designation Order expressly directed the BOCs to provide

specific and detailed information to support their allocation of costs to their query service

charges: -
Carriers have generally failed to show adequately that the costs they propose to recover in
their query service charges are costs directly related to providing prearranged and default
query services. For example, none of the carriers distinguished the OSS costs incurred
directly for the provision of portability from those incurred to support other functions,
such as maintenance or directory services. It is not clear how SS7 costs were allocated
between portability services and other services. More generally, to the extent carriers
propose to base charges on a portion of joint or common costs used to provide both
number portability query services and other non-number portability services, carriers have
failed to provide an adequate explanation of why the portion allocated to query services is
reasonable or constitutes a direct cost of providing number portability query service.

On the issue of allocating investment costs, the BOCs once again fail even to shoulder, much less

to carry, their burden of proof.

OSS Expenses. Bell Atlantic offers (p. 2) only anecdotal information about its
OSS expenditures, expressly stating that the expenses it describes are provided only "{flor
example." Plainly, offering up a few "examples" cannot be squared with the Designation Order's
requirement (¥ 10) that "[a]ll investments that are inciuded in the direct cost of providing number
portability must be clearly identified and explained.” Moreover, the "examples" Bell Atlantic
provides of system costs it seeks to recover via its LNP query tariff include functions such as

service order administration, network surveillance and monitoring, maintenance, and billing -- all
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of which Bell Atlantic would have been required to build and maintain whether or not it provided
LNP query services to other carriers.”

Like Bell Atlantic, SBC (p. 17) attempts to include in its OSS expenditures
ordering systems and other functions that are not necessary to provide LNP query services.

SBC's Appendix A purports to list the OSS modifications for which it seeks to recover its costs,
but nothing in that document or eisewhere in SBC's direct case gives the dollar impacts of those
specific modifications, instead offering only narrative descriptions. It is also plain that many of
the systems in SBC's Appendix A have nothing to do with providing LNP query service -- for
example, the first systems listed in that document relate to maintenance of white pages listings.

Ameritech (p. 6) fails to provide any new information on OSSs, and instead merely
refers to its initial tanff filing and states (with no support) that it included only direct costs in
developing its LNP query rates.

SS7 Expenses. The BOCs also fail to provide sufficient detail concerning their
allocation of SS7 investments. The information they do provide, however, only serves to further
establish that their query tariffs are deeply flawed. Bell Atlantic states that it

utilized a model that developed the average unit per busy hour octet investment for each
service that used the pre-existing SS7 network, allocating to each service a portion of the
investment based on its usage of the network. To get its total SS7 number portability

investment, Bell Atlantic to this figure the amount of n 7 investment that
would ired to h number portability signaling.

2 The Designation Order found (] 7) that the BOCs "have generally failed to show
adequately that the costs they propose to recover in their query service charges are costs
directly related to providing prearranged and default query services."

Bell Atlantic, p. 3 (emphasis added).
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As a preliminary matter, Bell Atlantic does not provide the "model" to which it refers.
Accordingly, it is impossible for the Commission or commenters to evaluate it, and Bell Atlantic
therefore has failed to carry its burden of proof under § 204.

Furthermore, the Designation Order (1 8) specifically singled out Bell Atlantic's
failure to explain its allocation of investment costs on the ground that it improperly included its
embedded costs.

Bell Atlantic provides many worksheets, but has not explained them or shown that its
calculations include only the costs of providing portability services. In particular, they
include substantial amounts of "embedded network investment," the costs of which may be
already recovered in other rates.
The above-quoted portion of Bell Atlantic's direct case confirms that it allocated a portion of its
embedded SS7 investment to its LNP query service, and then added the purported incremental
costs of its SS7 investments required for portability. Such an approach fails to comport with both
the Cost Recovery Order and the Designation Order, and seeks to double-recover for Bell
Atlantic's embedded investments. ILECs' investments in existing facilities are already being
recovered through their current rates, as the Designation Order recognizes.u Accordingly, Bell

Atlantic may not consider its embedded asset base in calculating its LNP query rates. In addition,

the Cost Recovery Order prohibits [LECs from attributing the entire cost of new investments to

w See Designation Order, 1 8 (Bell Atlantic "include(s] substantial amounts of 'embedded
network investment,' the costs of which may be already recovered in other rates").
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LNP if those investments also will support other services, ** and Bell Atlantic has failed to
demonstrate that it has properly identified and allocated its incremental costs to implement LNP

As it did with its OSS costs, Ameritech (pp. 7-8) fails to provide the information
required by the Designation Order, stating only that its SS7 costs were developed using a "model"
that it does not provide, and that it describes only in passing. The information Ameritech does
offer, however, makes clear that it also has attempted to recover embedded SS7 costs, as that
BOC bases its cost information on the usage of its existing SS7 network to provide LNP, not on
the incremental costs of any upgrades necessary to provide that service.”’

SBC prowvides only the vaguest generalities to support its SS7 investments. For
example, although it states (p. 15) that SWBT's SS7 costs "are supported by various studies
conducted by switch vendprs, " it fails to provide those studies -- or even to describe them in any
meaningful way. SWBT similarly fails to offer any information about its purported internal
analyses of its SS7 costs. Given the paucity of information SBC provides, it is simply impossible
for either the Commission or commenters to determine the true size of SBC's SS7 investments.

Other Issues: The Qgﬁm_ugn_ggd_g (1 9) expressly directed Bell Atlantic to

explain why its end office query charge is roughly five times its tandem query rate. In response,

¥ Cost Recovery Order, 1 73.

See ignati rder, § 7 ("to the extent carriers propose to base charges on a portion of
joint or common costs used to provide both number portability query services and other

non-number portability services, carriers have failed to provide an adequate explanation of
why the portion allocated to query services is reasonable or constitutes a direct cost of
providing number portability query service").

¥ See Ameritech, pp. 7-8.
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that BOC offers (pp. 4-5) no additional documentation of its development of these charges other
than to state that it seeks to recover unspecified "additional switching and transport” -- costs
which may well be sunk investments for purposes pricing LNP queries. In addition, while the
largest single component of the difference between Bell Atlantic's end office and tandem query
rates is transport costs, Ameritech stated in its reply in the Commission's previous LNP query
tanff investigation that it "did not even consider transport costs in calculating its Query Service
rates because, for the most part, those facilities are already in place."z'

[n response to the Designation Qrder's requirement ({ 8) that it justify its proposal
to allocate 15% of its alleged total LNP costs to LNP query services, SBC offers three arguments,
all of which are meritless. First, SBC states (p. 11) that its initial tariff filing projected that 17.3%
of quenies would come from carriers other than itself. This point is a sheer non sequitur. Even
;ccepting SBC's demand forecasts arguendo (although the Designation Order expressly holds
(7 11) that they have not been adequately justified), SBC provides no basis to assume that query
demand can or should serve as a proxy for allocating total LNP costs to query services.
Moreover, to the extent that query demand could serve that function, SBC's own calculations
show that other carriers' queries represent 17.3% of its total query volume, not the 15% figure it
actually emp]oys.

Second, SBC asserts that AT&T previously has supported allocating 15% of LNP

costs to IXCs, and cites a September 25, 1997 AT&T ex parte in support of that claim. This

. Reply Comments of Ameritech, filed February 27, 1998, p. 10 in N Portabilit
Query Services, CC Docket No. 98-14.
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contention is, at best, extremely disingenuous. The ex parte letter SBC cites is attached to this
pleading as Exhibit 2. That document states only that if the Commission were to permit [LECs
to recover their LNP costs through direct charges to other carriers (a result AT&T opposed and
which the Cost Recovery Order rejected), then the separations process would dictate that
approximately 15% of those costs be allocated to the interstate jurisdiction, with access charges
serving as the only means available to recover those interstate charges. This point in no way
supports SBC's contention that it should be permitted to allocate 15% of its purporfed LNP costs
to query services without providing adequate support for that proposal.

Third, SBC makes the bizarre argument (p. 12) that the Commission has already
“approved” an Ameritech LNP query tanff that contains the same 15% cost allocation. In fact,
the Commussion rejected Ameritech's prior LNP query taniff and is investigating Ameritech's most
recent query tariff in the instant investigation.

IV.  THE PROPOSED TARIFFS FAIL TO JUSTIFY THEIR QUERY DEMAND
FORECASTS

Paragraph 11 of the Designation Order finds that the BOCs "present[ed] their
[query demand] projections without adequately explaining how they were developed." In
response, Bell Atlantic adverts (pp. 5-6) to the description of its methodology in its taniff filing
(despite the Designation Order's finding that this description is inadequate), and offers a brief

narrative unencumbered by any actual data. Bell Atlantic also states (p. 6, n.11) that its demand

® Letter from Frank S. Simone, Government Affairs Director, AT&T, to William F. Caton,
Acting Secretary, Federal Communications Commission, September 25, 1997 (attached as
Exhibit 2).
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projections include "intraoffice queries " However, LRN-based portability does not require
carriers to launch queries when a call terminates in the same end office from which it originates. ™
Thus, to the extent that Bell Atlantic included "intraoffice queries"” in its demand forecast, it has
either overestimated its demand figures, or else intends to charge other carriers for an even
greater number of unnecessary queries than AT&T prgviously supposed. SBC also appears to
include intraoffice calls in its demand estimates, as Appendix B to its direct case states that "Once
an NXX is listed in the LERG as being portable, all call attempts to that NXX will be queried."’'
Ameritech's direct case provides no meaningful new information as to its methodology for
estimating its anticipated query volumes, but simply offers further narrative description.

To the extent that SBC and Bell Ailantic assume that they will query all calls to
each NXX designated as portable, even before the first number ports in that NXX, they have
significantly overstated their demand figures ’ 2 Although these BOCs have attempted in the past
to argue that reducing their demand projections will merely require them to spread the same costs
of LNP query service over a smaller base of queries, thereby increasing the price of each query,
this analysis is far too simplistic. First, because SBC's and Bell Atlantic's cost estimates are based
on these inflated demand figures (e.g., their allocation of SS7 costs is keyed to their demand

assumptions), their cost figures inevitably are inflated as well.

0 See, e.g,, lllinois Number Portability Workshop, Generic Switching and Signaling

Requirements for Number Portability, Issue 1.05, August 1,1997, Section 2.1.2.

. SBC Appendix B, p. 1 (emphasis added).

32 See infra, Section VII.
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Second, the claim that reducing query demand projections merely increases the
per-query price necessarily concedes a crucial point. If performing queries only for calls to NXXs
in which at least one number has been ported will not affect an ILEC's costs, then [LECs' protests
th§; querying only such calls will be "inefficient" or "unnecessarily costly” cannot be taken
seriously, as by their own reckoning any added burden will be so insubstantial that it will not
cause any additional expense.”

Third, Bell Atlantic's and SBC's proposal to perform unnecessary queries for every
call delivered to a portable NXX very likely will affect not only the number of queries purchased
by each carrier, but the identity of those customers as well. Carriers such as AT&T that intend to
perform their own LNP queries may nevertheless need to purchase LNP query service from other
carriers if they are temporarily unable to perform queries for technical reasons.”* If LECs
nationwide were permitted to charge for LNP queries on all calls to NXXs designated as portable,
an N-1 carrier that had designed its systems to comply with the different requirements established

by the Commission's rules®’ might experience capacity and congestion problems until it could

3 Compare Bell Atlantic, p. 8 ("it would be extremely inefficient and unnecessarily costly for

Bell Atlantic" to query only NXXs in which at least one number has been ported) with id.,
p. 9 (if it queried only NXXs in which at least one number has been ported, "it is not clear
to Bell Atlantic that the economic effect of this process would be any different from the
existing process -- that the same carriers would not end up paying Bell Atlantic the same

amount of money.") (emphasis added).

Although AT&T will perform its own LNP queries for its wireline services, AT&T
Wireless Services intends to purchase query services for some time following
implementation of LNP.
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¥ See infra, Section VII; Exhibit 1, pp. 7-9; Exhibit 3; Exhibit 4.

AT&T Corp. 19 7/10/98




adjust to the sudden, tremendous volume of queries that it would be required to perform under
SBC’s and Bell Atlantic's version of LNP policy, and accordingly that N-1 carrier might be forced
to purchase LNP query services that it could have seif-provisioned under the rules established by

the Commission.

V. PACIFIC AND SWBT FAIL TO JUSTIFY THEIR PROPOSED NON-RECURRING
CHARGES

Paragraph 9 of the Designation Qrder found that "Pacific Bell and Southwestern
Bell have not explained why their 'non-recurring’ billing charges need to be applied each month to
default carriers, and have not adequately justified the level of this charge.” In addition, the order
found (1 9) that "Pacific also proposes substantial non-recurring charges for pre-arranged
database services, but has not explained what costs are incurred nor adequately justified these rate
levels. We note that no other carrier has proposed similar charges."

SWBT asserts (pp. 12-13) that it calculated its default billing charge by
"obtain[ing] average work times from experienced subject matter experts" to perform three
categories of generalized tasks: "investigat{ing]" default query usage, "contact[ing] the carrier, if
necessary," and "set(ting] up" billing. This information is plainly inadequate to justify the charges
in question. Neither SWBT's direct case nor its tariff filing state the specific times it allotted to
each of the tasks it asserts result in its default billing charge, or the actual labor rates it used to
derive those charges. Pacific (pp. 13-14) also fails to provide more than vague generalities
underlying either of its nonrecurring charge types, offering for example that "Task occurrence
factors (how frequently a task is performed) and work group occurrence factors (how frequently

a work group is involved in an average service order) were developed." The actual figures
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underlying its narrative description remain a mystery, and thus neither the Commission nor
commenters can possibly verify Pacific's figures.

In addition, neither SWBT nor Pacific even attempts to explain why they must
charge $269.91 (Pacific) and $351.56 (SWBT) each time they process a bill for a default query
charge. All or virtually all customers of an ILEC's "default query" services will also be purchasing
exchange access from that ILEC on a regular basis in order to terminate interexchange calls in its
termitory. SWBT and Pacific therefore in most cases already will have established an account with
those carriers, and therefore should not need to impose any non-recurring charges relating to
billing. In all events, there is no basis to impose this so-called "nonrecurring” charge on a monthly
basis. After a carrier has been billed during one month for default LNP query service, SWBT and
Pacific cannot plausibly contend that they must set up billing from scratch in each subsequent
month. AT&T submits that it should be dispositive to the Commission's analysis of this issue that
neither Ameritech nor Bell Atlantic proposes similar non-recurring charges -- indeed, Ameritech
eliminated a similar charge from its tariff during the Commission's previous investigation,
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observing that it had identified "ways to mechanically identify and bill for default traffic.

V. THE COMMISSION SHOULD REJECT AMERITECH'S PROPOSED BLOCKING
ST TION DISCL NT

Ameritech responds to the Designation Order's requirement (Y12) that it provide

additional support for its proposal to block prearranged traffic as well as default traffic first by

¢ See Reply Comments of Ameritech, filed February 27, 1998, p. 14 in Number Portability
Query Services, CC Docket No. 98-14.
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adverting yet again to the very tariff filing that the order found inadequate.”” Ameritech then
offers a brief explanation of its proposal that adds nothing substantial to its prior submissions on
this subject. As AT&T showed in its comments on Ameritech's previous LNP query tariff, the
Commission's LNP Second Report and Or. r** does not permit carriers to block prearranged
queries.” Further, Ameritech does not -- and simply cannot -- explain why it, alone among the
carriers that have filed LNP query tariffs, must block prearranged query traffic. This crucial fact
makes plain that Amenitech's purported concern for network reliability is a sham.

Amentech also provides a similarly insubstantial, discussion of its proposal to
require carriers that seek to purchase its LNP query services to provide rolling, three-month
estimates of the volume of traffic they intend to deliver to Ameritech end offices and tandem
offices, including total monthly traffic, maximum busy hour volumes, and the Ameritech switch
over which they intend to route this traffic. Ameritech's case for this requirement founders at
the outset on the same simple -- but fatal -- problem that afflicts its proposal to block prearranged
query traffic: No other carmer that has filed an LNP query tanff has sought to impose a similar
requirement. Ameritech thus must argue that it alone recognizes the purportedly grave threat
LNP poses to network reliability in the absence of detailed demand forecasting. It cannot carry

this immense burden.
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See Ameritech, pp. 11-12.

* Second Report and Order, hone Number Portability, 12 FCC Red. 12281.
*®  See Exhibit 1, pp. 16-18.

See Designati rder, 7 13.
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Amentech's direct case merely states in a variety of ways that it believes it should
be permitted to demand competitively sensitive data from its direct competitors. At bottom,
Ameritech claims only that it believes it can better predict demand if it obtains detailed forecasts --
not.that it must have those data (which no other carrier has sought) in order to provide query
services. It is clear (and Ameritech does not dispute) that if competing carriers must provide
Ameritech with forecasts of their anticipated call volumes on an end office-by-end office basis
three months in advance, then Ameritech will easily be able to determine the areas its competitors
plan to target with promotions or marketing campaigns. Ameritech has offered nothing that
shows that it must have detailed demand forecasts in order to provide LNP query service.
Accordingly, there is no basis to require CLECs to, in effect, give Ameritech advance notice
before attempting to compete with that BOC within its local monopoly territory.

VII. THE COMMISSION'S LNP ORDERS PROHIBIT CHARGES FOR QUERIES

UNLESS A CALL TERMINATES TO AN END OFFICE FROM WHICH AT LEAST
ONE NUMBER HAS BEEN PORTED

In this proceeding Bell Atlantic and SBC continue their quest to force other
carriers to purchase utterly unnecessary LNP queries by tariffing an LNP query charge that would
apply to every call delivered unqueried to an NXX in which LNP was available, without regard to
whether even a single number had in fact been ported in that NXX." AT&T responded to these

arguments at length in two previous ex parte filings,*? which are attached to this opposition as

# See Bell Atlantic, pp. 7-9; SBC, pp. 19-27. The Designation Order addresses this issue in
9 14.

2 Letter from Frank S. Simone, Government Affairs Director, AT&T, to A. Richard
Metzger, Chief, Common Carrier Bureau, Federal Communications Commission, January

(footnote continued on next page)
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Exhibits 3 and 4, and so will not repeat all of those contentions here. SBC's and Bell Atlantic's
latest arguments boil down to two claims, both of which fail.

First, SBC offers the incredible assertion that the Commission has already decided
this jssue in its favor. In support of this absurd claim, SBC cites a single sentence from the
"Background” section of the Cost Recovery Order, ** in which the Commission did not even claim
to address -- much less resolve -- the issue of charging for queries on calls to NXXs in which
numbers have ported. The Commission's passing reference plainly was not intended to resolve
this question. For one, the Commission has long been aware of the controversy surrounding this
aspect of LNP queries, and cannot reasonably be presumed to have resolved it without so much as
mentioning the competing arguments that have been offered by various parties in its LNP docket
and in the prior LNP tariff investigation, because doing so would violate fundamental tenets of
administrative law (as the Commissfon well knows).“ The Designation Qrder, which was
released more than a month after the Cost Recovery Order, clearly presumes that the issue of

querying all LNP-capable NXXs remains unsettled.*’

(footnote continued from previous page)

7, 1998 (attached as Exhibit 3), Letter from Frank S. Simone, Government Affairs
Director, AT&T, to A. Richard Metzger, Chief, Common Carrier Bureau, Federal
Communications Commission, March 18, 1998 (attached as Exhibit 4).
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See SBC, p. 19 (citing ecovery QOrder, 1 15).
“ See, ¢.g., International Fabricare Institute v EPA, 972 F.2d 384, 392 (D.C. Cir. 1992)

("[a] conclusory statement, of course, does not in itself provide the ‘satisfactory
explanation’ required in rulemaking").

# See Designation Order, § 14.
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Further, SBC's claim that this issue already has been resolved in its favor crumbles

upon examination of the Commission's LNP-related orders and rules. In fact, the great weight of
Commission pronouncements and industry guidelines presume that queries will only be performed
after a number in an NXX has actually ported. For example, the LNP Recon Order observed that:

Under LRN, a unique 10-digit number, or location routing number, is assigned to each
central office switch. Carriers routing telephone calls to customers that have transferred
their telephone numbers from one carrier to another perform a database query to obtain
the location routing number that corresponds to the dialed telephone number. The

database ggg&g is performed for all calls to switches from which at least one number has

been port
The LINP Second Report and Order offers a similar description offers a similar description of local
number portability.

Carriers routing telephone calls to customers who have ported their telephone numbers
from one carrier to another query the local Service Management System (SMS) database
to obtain the location routing number that corresponds to the dialed telephone number.

This data u‘e is performed for all calls to switch which at least one number
has been ported.

The Commission's rules governing call blocking under LNP also presume that queries are required

only for calls to NXXs in which numbers actually have ported:

If a telecommunications carrier transmits a telephone call to a local exchange carrier's
switch that contains any ported numbers, and the telecommunications carrier has failed to

perform a database query to determine if the telephone number has been ported to another
local exchange carrier, the local exchange carrier may block the unqueried call only if
performing the database query is likely to impair network reliability.**

8 First Memorandum Opinion and Order on Reconsideration, Telephone Number
Portability, 12 FCC Red. 7236, 7283, 7346-47 (1997), 1 6 (emphasis added) ("LNP

Recon Order").
Y7 LNP Second Re rder, 9 8 (emphasis added).
“ 47 CFR. § 52.26(a)(3) (emphasis added).
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The Commission also implicitly recognized that queries need only be performed after at least one

number ports when it defined a "default routed call" in the LNP Second Report and Order.
A “default routed call’ situation would occur in a Location Routing Number

system as follows: when a call is made to a telephone number in an exchange with
any ported numbers, the N-1 carrier (or its contracted entity) queries a local

Service Management System database to determine if the called number has been

ported.*’
If a default routed call situation can only exist after a number has ported in an NXX, then by
definition a LEC may not charge an N-1 carrier for a default query when that N-1 carrier delivers
an unqueried call to an NXX in which no numbers have yet been ported. In addition, as AT&T
demonstrated in the attached Exhibits, the NANC Process Flows adopted by the Commission in
its LNP Second Report and Qrder make clear that queries need only be performed when at least
one number has been ported in an NXX.** These and other references in the Commission's prior
orders assume that N-1 carriers need not make queries unless and until at least one number has
ported in an NXX.

The most devastating flaw in Bell Atlantic's and SBC's approach to LNP queries is

the simple and indisputable fact that it would require queries to be performed for no valid purpose

-- and would charge carriers a fee for this bogus "service."”! Such a result cannot possibly

¥ LNP Second Report and Order, 76 (emphasis added).

0 See Exhibit 1, pp. 7-9; Exhibit 3; and Exhibit 4 for a full discussion of the NANC Process
Flows and their implications for LNP query charges.

H In addition, as noted above, both SBC and Bell Atlantic apparently intend to charge for
queries even on intraoffice calls, for which no query is necessary even after the first
number ports in an NXX. See infra, Section [V.
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comport with the “just and reasonable” standard of § 204. The bottom line is this: until a number
actually ports in an NXX no LNP query is necessary to properly route calls to that NXX.
Indeed, the Designation Order recognizes that there is no need to perform queries in NXXs in
which no number has been ported.
Bell Atlantic, Pacific Bell, and Southwestern Bell plan to assess a default query charge on
unqueried calls delivered to any NXX designated as number portable. We understand this
to mean that these carriers propose to assess the default query service charge for calls to

NXXs where the carrier has the capability to query, and may actually be querying all calls,
but does not have a need t 0 in order to co ly route call use no number in

fact has been ported from that NXX. We designate as an issue for investigation whether
imposing query charges on calls to number portable NXstls reasonable given the absence

of a need to if no number has ported from an
Moreover, Bell Atlantic and SBC admit that that they do not need to perform

queries in NXXs in which no numbers have ported in order to properly route calls. Bell Atlantic's
direct case states (p. 4) that:

When a carrier delivers an unqueried call to an end office, the end office suspends call

processing and unlike a tandem switch, checks its internal line translation information to

determine whether the called number is in the switch. If this internal information indicates

the called number is still in the switch, then normal call processing resumes, and the call is

completed within the switch.
Even SBC admits (p. 20), albeit disingenuously, that it need not perform such queries in order to
properly route calls: "It is true that calls to NXXs without a ported number will not always

require a query in order to route correctly." SBC does not elaborate on the meaning of "will not

always require a query.” However, to the best of AT&T's knowledge, the proper routing of calls
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Designation Order, 1 14 (emphasis added).
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to NXXs without ported numbers will never require an LNP query -- indeed, if no numbers have

ported, then a query cannot return useful information. ™

Second, both SBC and Bell Atlantic attempt to argue that performing queries only

on-alls to NXXs in which at least one number had ported would be inefficient (or even

impossible). As a preliminary matter, the example of Ameritech demonstrates conclusively that it

is technically feasible to charge for LNP queries in the manner AT&T proposes. That BOC

clarified in the prior LNP tariff investigation that it intends to charge for queries only after the first

: b]
number ports in an NXX.**
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If the calling party dials a number that is not being used in an NXX in which no number
has ported, the end office switch will perform a query in order to determine whether the
number in question has been ported off the switch. This circumstance will occur only
rarely, and when it does, the LNP query that results provides no information that is
necessary, or even useful, in routing or completing the call.

In addition, if a carrier has set a tandem switch to query all calls passing through it, then a
call to an NXX with no ported numbers that passes through that tandem will generate a
query. In that situation, however, the query again returns no necessary or useful
information; and, in all events, a LEC's decision to query all calls at the tandem cannot
affect the scope of an N-1 carrier's obligation to query calls pursuant to the Commission's
rules.

Se¢ Reply Comments of Ameritech, filed February 27, 1998, p. 14 in Number Portability
Query Services, CC Docket No. 98-14. In addition, even if there were any evidence to
support the claim that it is not feasible to perform queries in this fashion, neither SBC, Bell
Atlantic, nor any other carrier sought reconsideration of the Commission's adoption of the
NANC Process Flows, which, as AT&T shows in the attached Exhibits, clearly
contemplate that query charges will begin only after the first number ports in an NXX.
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Bell Atlantic and SBC's claim of "inefficiency" is equally unavailing. Bell Atlantic
rests its argument (p. 8) on its assertion that it will require "three hours' work per NXX" to
initiate querying. That figure appears to be wildly inflated, and is wholly unsupported as well
Inrtiating querying in an NXX is an automated, software-based change -- and a change that should
be thoroughly routinized as each BOC will have to repeat it many times. And, once again, SBC
and Bell Atlantic cannot deny that Ameritech has stated unambiguously that it will do what they
assert cénnot reasonably be done.

In all events, even if Bell Atlantic and SBC truly believe that they cannot now
implement LNP so as to only query NXXs from which numbers have actually ported, they are free
to conduct whatever queries they see fit. As AT&T has repeatedly stated, it "does not believe
that the Commission should dictate to carriers how they should introduce LNP into their

"** That uncontroversial fact does not mean, however, that those BOCs may force N-1

networks.
carriers to pay for useless queries simply for the privilege of terminating calls to their switches.
Accordingly, SBC's dire prediction (p. 21) that "A change at this point would require removal of
routing translations for thousands of NXXs in hundreds of switches, only to have to input and test
them again when the first number ports” is simply false. SBC need not alter any aspect of its LNP

implementation plans except its unlawful proposal to charge other carriers for queries that have

no valid purpose.

3 Exhibit 3, p. 2.

AT&T Corp. 29 7/10/98




It is also clear that the fact that SBC or Bell Atlantic may have incurred certain
costs in order to tmplement LNP queries in the illegal manner proposed their tariffs is entirely
irrelevant. For example, SBC complains that (p. 25) that querying only NXXs from which
numbers have ported "would require fundamental modification to SWBT's and Pacific's billing
systems.” At bottom, SBC asserts that if, as AT&T believes, SBC planned to implement its LNP
query service in an illegal and unreasonable manner, then SBC's competitors should be forced to
pay higher query charges in order to hold SBC harmless for this error. That argument is baseless.
SBC cannot plausibly contend that it was not aware that many carriers disputed its interpretation
of the Commission's LNP rules, or that it was reasonable for it to seek to charge its competitors
for a service SBC knew to be useless. As shown above, SBC also had ample notice queries for
- which it was permitted to bill N-1 carriers by virtue of the Commission’s repeated discussions of
LNP in its prior orders.

SBC asserts that "The only possib}ejustiﬁcation for a permanent solution that does
not include queries for LNP available NXXs is if CLECs believe that LNP will not spread across

"% This argument is richly ironic,

most, if not all, of the portable NXXs in a short period of time.
given that SBC has done so much to frustrate local competition and to prevent CLECs from
entering its local markets and thereby utilize LNP. To permit SBC and Bell Atlantic to charge for
LNP queries in all NXXs open for portability without regard to whether any CLEC actually has

ported a number in that NXX would create a strong disincentive for incumbent LEC monopolists

to open their markets to competition, as they could collect charges for unnecessary queries
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SBC, p. 26 (emphasis in original).
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without ever permitting CLECs to actually make sufficient market entry to widely utilize LNP
The Commission's LNP rules do not countenance such an anticompetitive result.

Finally, in response to the Designation Order's request ({ 14) for estimates of what
th.e_BOCs' LNP query charges would be if they queried only calls to NXXs in which numbers had
ported, SBC offers a one-page exhibit, while Bell Atlantic provides no information. Although it is
impossible to fully evaluate SBC's Appendix C, since that BOC provides no supporting data or
information as to its methodology, it is clear that SBC has sought to improperly inflate its cost
estimates. Notes | and 2 to Appendix C indicate that SBC has included charges for work
necessary to convert its own billing and other systems from their current configuration, in which
SBC would charge for queries on all calls to portable NXXs. As AT&T demonstrated above, it
would be unreasonable to permit SBC to force other carriers to pay its costs to belatedly amend

its systems so as to charge for queries only on calls to NXXs in which numbers had ported.
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CONCL N
For the foregoing reasons, the Commission should reject all of the proposed tariffs
under investigation in this proceeding, and should direct Ameritech, Bell Atlantic, SWBT and
Pacific to re-file their LNP query tariffs with proper supporting data. In addition to declaring the
ta;iﬁ‘s at issue unlawful, the Commission should resolve the issues addressed in the instant
pleading in accord with the arguments offered herein.

Respectfully submitted,

AT&T CORP.

By__/s/ James H. Bolin, Jr.
Mark C. Rosenblum
Roy E. Hoffinger
James H. Bolin, Jr.

Its Attorneys

Room 3247H3

295 North Maple Avenue
Basking Ridge, NJ 07920
(908) 221-4617

July 10, 1998
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SUMMARY

The Commission's Designation Order in the instant proceeding found that
Ameritech's and Bell Atlantic's LNP query service tariffs failed to provide sufficient cost
justification or other support to demonstrate the reasonableness of the charges they
proposed. Despite these unequivocal findings, the direct cases offer only halfhearted
efforts to justify the tariffed query charges — efforts which are patently inadequate to carry
the RBOCS' burden of proof. The data Ameritech and Bell Atlantic do provide, however,
serve to create more questions than they answer, and in many instances reveal significant
inconsistencies or flawed assumptions. Accordingly, the Commission should reject
Ameritech'’s and Bell Atlantic's tariffs as unlawful, and direct them to re-file their LNP
query service tariffs with proper supporting data.

To the limited extent that Ameritech's and Bell Atlantic's filings do permit
meaningful analysis, it is phip that their LNP query tariffs are deeply flawed. First, their
tariff filings indicate that both RBOCs intend to charge for unnecessary LNP queries, in
direct contravention of the NANC Process Flows adopted in the Commission's LINP
Second Report and Order. Both tariffs also impropertly use fully distributed, rather than
incremental, costs — contrary to the Commission's prior guidance regarding cost recovery
for interim number portability.

Bell Atiantic’s tariff impermissibly seeks to allocate costs for modifications
to SS7, OSSs, and other systems that are neither caused by, nor related to, LNP query
services. In contrast, Ameritech's filing candidly admits that the majority of its systems-
related costs to implement LNP are not used to provide or bill LNP query service, and so

claims to have excluded those unrelated costs.
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Ameritech's tariff estimates that it will require an utterly implausible sgven
hoyrs per account per month simply to establish an account for billing defauit LNP
queries. Moreover, it proposes to levy this so-called "nonrecurring” charge on N-1
carriers in each and every month that they deliver default traffic to Ameritech's network.

In direct contrast, Bell Atlantic does not propose any such explicit “non-recurring” charge
for default queries. Ameritech's proposed charge is plainly unreasonable and should be
rejected.

Ameritech’s and Bell Atlantic's query demand estimates differ wildly, laying
bare the uncertainty inherent in predicting LNP query volumes. Such forecasts are,
however derived, no more than "best guesses” as t0 how fast local competition will
develop and how many customers will choose to port their numbers. Given the radical
uncertainty surrounding query demand forecasting, and the fact that the number of queries
one assumes is a major determinant f per query charges, the Commission Md approve
tariffs for LNP query rates only on s yearly basis, and direct that subsequent year's tariffs
be adjusted to reflect over- or undercharging from the previous year.

Finally, the Commission should reject Ameritech's proposal to block
prearranged queries that exceed carriers' forecast volumes by more than 125%. Ameritech
should not be permitted to require its potential competitors to provide it with forecasts of
their anticipated query volumes, and in all events offers no justification for its arbitrary
125% aut-off More fundamentally, the Commission's LNP Second Report and Order
adopted NANC recommendations, arrived at by industry consensus, that simply do not

permit carriers to block prearranged queries.
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Before the
FEDERAL COMMUNICATIONS COMMISSION
Washington, D.C. 20554

)
In the Matter of )
)
Number Portability Query Services ) CC Docket No. 98-14
)
Ameritech Tanff F.C.C. No. 2, ) CCB/CPD 97-46
Transmittal Nos. 1123, 1130 )
)
Bell Atlantic Tariff F.C.C. No. 1, ) CCB/CPD 97-52
Transmuttal No. 1009 )
D)
OPPOSITION TO DIRECT CASES

Pursuant to the January 30, 1998 Order Designating Issues For
Investigation ("Designation Order”), AT&T Corp. ("AT&T") hereby opposes the direct
cases filed by Ameritech and Bell Atlantic concerning the lawfuiness of their long-term
number portability query service tariff ("LNP query service”) filings. For the reasons
discussed below, Ameritech and Bell Atlantic fail even to shoulder — much less to carry —
their burden of proving that the rates they seek to establish are just and reasonable.'! What
little data these RBOCs do provide merely serves to raise significant doubts as to the
validity of their Slings. Accordingly, the tariffs at issue should be rejected as unlawful, and

! In this investigation, Ameritech and Bell Atlantic bear the burden of proving that
their tariffs are just and reasonable. 47 U.S.C. § 204(a)(1); see also Designation
Order, 19.

AT&T 2/20/98




Bell Atlantic and Ameritech should be directed tq re-file LNP query tariffs with proper

supporting data.
L AMERITECH AND BELL ATLANTIC HAVE CLEARLY FAILED TO MEET
THEIR BURDEN OF PROOF

The Commission's order suspending the instant tariffs found that

Ameritech and Bell Atlantic have not provided sufficient cost justification

and other support to demonstrate the reasonableness of the proposed

charges and rate structures. For example, Ameritech and Bell Atlantic

have not provided a sufficiently detailed explanation of the calculation of

their proposed rates in relation to their costs....?
Despite this unequivocal conclusion that the RBOCs must come forth with further, more
detailed justification for their proposed rates, neither direct case offers either sufficient
data to permit the Commission or commenters to evaluate their proposed rates, or
meaningful explanations of many of their assumptions or calculations. Bell Atlantic's
direct case offers a scant 5 pages of text and a single page of summary figures.
Ameritech's direct case, though more prolix, also presents virtually no actual figures to
support its claims. The RBOCS' halfhearted efforts are patently inadequate to satisfy the
Designation Order's requirement that they "present their costs in terms of the categories
the Commission developed,” "break investment and expenss estimates into these

categories,” and “identify costs with sufficient specificity to allow the Commission and

2 M«nom Opmmdom« zmmmmmmmm

CCB/CPD 9746, released Octobc 3o 197,118
" Snmnn.Qtdﬂ')
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other parties to evaluate them.” The Commission can and should reject the LNP query
tariffs on this basis alone.
The perfunctory nature of the RBOCs' direct cases makes it impossible to

test many of their key assertions. The data Ameritech and Bell Atlantic do provide,
however, create more questions than they answer. For example:

o A catch-all category of so-called "Other Direct Expenses” accounts for over
82% of the cost of Ameritech’s tandem queries, and over 90% of end office
queries.* Undefined "other expenses” make up 14% of recusring charges for Bell
Atlantic's end office queries, and 30% of those charges for tandem and database
queries.’ Neither Ameritech nor Bell Atlantic explains what items are included in
these categones.

¢ Both Bell Atlantic and Ameritech seek to charge significantly higher rates for
queries from end offices than from tandem switches, and both assert that this
differential is due to increased costs to provide transport from end offices. Neither
RBOC explains how its transport costs are calculated, making it impossible to
determine the reasonableness of their transport cost assumptions.

o Bell Atlantic assumes a 15% cost of capual. but provides no justification for this
figure, which is far higher than is reasonable.’ In contrast, Ameritech assumes a
cost of capital of just 10%.’

} Designation Order, 1 15.
‘ Ameritech Transmittal No. 1123, Sept. 16, 1997, D&J Ex. 1, pp. 1-2.
’ Bell Atlantic Transmittal No. 1009, Oct. 30, 1997, Workpapers 7-1 through 7-3.

¢ An appropriate cost of capital rate would be approximately 10%. See e, AT&T
ex parte filed December 11, 1997,
CC Dockst 96-45, Hatfield Model Rele-uc 5.0, Model Description, p. 60 (deriving
cost of capital of 10.01%) ("HarSield Mode! Release 5.0 Model Description”).

? Ameritech’s cost of capital rate is computed from the per query investment,
deprecistion, and cost of money amounts from Ameritech Transmittal No. 1123,
D&J Ex. 1, using standard financial calculations. Likewiss, Bell Atlantic’s 15%
cost of capital rate is computed from the per query investment, depreciation, and
cost of money amounts in Bell Atlantic Transmittal No. 1009, Workpaper 7-1.
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o Both Bell Atlantic and Ameritech appear to calculate depreciation using too
short s life — Bell Atlantic uses approximately €.4 years, while Ameritech uses
approximately 7 years.' No explanation is provided for the appropriateness of
these depreciation lives. The current version (5.0) of the Hatfield Mode! does not
calculate STP and SCP lives separately, but includes those lives in its digital
switching category, which assumes a depreciation life of 16.66 years.’

o The single-page attachment to Beil Atlantic’s direct case depicts expenses for
multiple right-to-use fees as well as STP maintenance and administrative charges.
No information is provided as to sources of these charges, which may have been
recovered in previous or ongoing state proceedings or may otherwise be improper.

e Ameritech states at page 7 of its direct case that its query rates include "a factor
representing the percent [sic) of additional employes related expenses required to
provision the query service.” However, Ameritech nowhere explains how it
calculated this employee expense factor, and it is thus impossible to evaluate its
ressonableness.

Moreover, the Suspension Order expressly conditioned its ruling on Ameritech's
and Bell Atlantic's compliance with the yet-to-be-established LNP cost recovery rules.

The grant of these petitions (to establish the LNP query rate elements] will be
subject to the Commission's determinations in CC Docket No. 95-116. .... We will
require Ameritech and Bell Atlantic to conform their rates, rate structures,
regulations, and services offered in these tariffs to any determinations made by the
Commission in that proceeding. '°

' Ameritech Transmittal No. 1123, D&J Ex. 1, Bell Atlantic Transmittal No. 1009,
Workpapers 7-1 through 7-3.

’ Ses Hatfleld Model Release 5.0 Model Description, pp. 61. The Hatfield Model
determined service lives for 23 categories of equipment "based on their average
projection lives adjusted for net salvage value as determined by the three-way
meetings (FCC, State Commissions, LEC) for 76 LEC study areas including all of
the RBOCs, SNET, Cincinnati Bell, and numerous GTE and United companies.”
Id., p. 60.

' Suspension Order, 1 17.
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As of the date of this Opposition the LNP cost recovery rules have not been issued.
Accordingly, Bell Atlantic's and Ameritech's tariffs are based on each RBOC's assumptions
as to what those rules might require.

It is plain, however, that Bell Atlantic's and Ameritech's conceptions of
LNP cost recovery differ widely. For example, Bell Atlantic argues that al] of its LNP-
related costs to upgrade its SS7, OSS and billing systems should be factored into its query
charges, including, inter alis, modifications to ordering systems that will be used to
manage the actual porting of numbers, and systems that track maintenance requests from
Bell Atlantic customers.!' In contrast, Ameritech asserts that it included systems-related
costs "only to the extent they were necessary for the provision of query service,” and so

did not include systems changes that related to, ¢.g, the porting of mumbers rather than to
querying.?

Neither the Commission nor commenters can reasonably hope to fully
evaluate the RBOCs' compliance with standards that do not yet exist. This fundamental
fact has sweeping implications. Bell Atlantic summarily asserts that its proposed rates
include only Type I (shared industry costs of LNP) and Type II (costs directly related to

LNP) costs.” But at this point, that claim is mere puffing — the Commission has yet to

1 Seg Bell Atlantic Direct Case, pp. 2-3.

12 Ameritech Direct Case, p. 5. It also bears noting that SBC proposed a rate of only
0.3 cents for both end office and tandem LNP queries — which is significantly
lower than Ameritech's or Bell Atlantic's proposals, and which contrasts with those
RBOCs' suggestion that end office and tandem queries should be priced differently.
See SBC Transmittal No. 2638, Taniff F.C.C. No. 73, Section 34.5.

' See Bell Atlantic Direct Case, p. 2.
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specify what expenses will be deemed "Type II” costs and, as Bell Atlantic well knows,
that issue has been hotly disputed in the Commission's cost recovery proceeding. The
absence of LNP cost recovery rules makes meaningful evaluation of the instant tariffs
umpossible. Bell Atlantic and Ameritech can simply assume away almost any objection by
hypothesizing that the Commission might allow them to do precisely what they propose.

In sum, Ameritech and Bell Atlantic have provided so little information that
the Commission cannot reasonably hope to prescribe appropriate rates for LNP queries
based on the record in this proceeding. Given the procedural posture of this matter, the
Commission should reject the instant tariffs and order the BOCs to re-file them with
proper cost support, in order to protect query purchasers from overcharges.'*

Neither Bell Atlantic nor Ameritech would be injured by being required to
re-file their LNP query service tariffs — indeed, they have invited that result by opting not
to provide the information required by the Designation Order. On the day that direct

cases in this investigation were due, SBC and Pacific Bell sought permission to withdraw

14 Section 204(a)(2)(A) of the Communications Act requires the Commission to
resolve the instant investigation within five months after the date that the LNP
query tariffs became effective. That five-month period will have run at the end of
March 1998. After that time, Ameritech and Bell Atlantic are likely to contend
that the Commission no longer has the power to continue in effect the accounting
order established for this proceeding or to order retroactive adjustments to the
tariffod LNP query rates, even if those charges are unreasonable or are contrary to
its cost recovery rules. Such a result would be both irrational and unjust, as it
would deprive carriers that must purchase LNP query services from the instant
tariffs of all legal remedies against overcharges. To prevent that result, the
Commission should, as shown above, reject the tariffy under investigation in this
proceeding and order Ameritech and Bell Atlantic to re-file new LNP query
service tariffy.
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their existing LNP query tariffs, and indicated that they intended to file new tariffs for
those services in March.'* Meanwhile, U S West, GTE and BellSouth have yet to file
LNP query tariffs of any kind. Thus, Bell Atlantic's and Ameritech's fellow ILECs plainly
believe that they have sufficient time to get the necessary query-related tariff provisions in
place prior to implementation of permanent LNP.

With implementation of long-term LNP scheduled to begin March 31, 1998
in the first round of MSAs, there remains sufficient time for Ameritech and Bell Atlantic to
file revised LNP query tariffs. When the BOCs re-file their LNP query tariffs with
meaningful data to support them, the Commission should again suspend them for one day
and set them for investigation — an investigation that can be conducted against the
framework of the LNP cost recovery rules that the Commission is expected to release

. THE COMMISSION'S LNP ORDERS PROHIBIT CHARGES FOR QUERIES
UNLESS A CALL TERMINATES TO AN END OFFICE FROM WHICH AT

LEAST ONE NUMBER HAS BEEN PORTED
Even if their rates were otherwise property cost-supported (and, as shown

above, they are not) both Ameritech's and Bell Atlantic's tariff filings indicate that those
RBOCs intend to charge for unnecessary LNP queries — a practice that would be facially
unreasonsble. The NANC Process Flows, which the Commission adopted in the Second

3 Ses Southwestern Bell Telephone Company, Response to Order Designating
Issues for [nvestigation and Motion to Terminate Investigation Order, filed

February 13, 1998, p. 2, in Number Portability Ouery Servicea, CC Docket No.
98-14; Pacific Bell, Response to Order Designating Issues for Investigation and

Motion to Terminate Investigation Order, p. 2, filed February 13, 1998, in id.
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Repon and Order in its LNP docket, specify that queries need only be performed when at
least one number hag been ported from an NXX.'* That is, N-1 carriers are not required
to perform queries before delivering a call to an NXX unless a number in that NXX has
actually been ported.
Contrary to this requirement, Ameritech's tariff states that

Terminating calls from N-1 carriers upon which a query has not been performed to

numbers in the Telephone Company’s network with NXX codes that have been

designated a3 portable may require & query to the LNP data base."’
Similarty, Bell Atiantic's tariff indicates that queries will be performed for calls “to
numbers in the Telephone Company’s network with NXX codes that have been designated
as portable."'* Both RBOCS' tariffs thus propose to charge N-1 carriers for queries as
soon as an NXX is designated as portable — that is, as soon as permanent LNP becomes
available — rather than after a number has actually been ported in that NXX. These taniff
provisions will require all N-1 carriers to perform unnecessary queries before delivering
traffic to . umeritech’s or Bell Atlantic's NXXs (if they have that capability, as many N-1

16 See North American Numbering Council, Local Number Portability Administration
Selection Working Group, LNPA Technical & Operational Requirements Task
Force Report, April 25, 1997, Appendix B, Figure 9, (adopted by the Comrmission
in Second Report and Order, Telephone Number Portability, CC Docket No. 95-
116, FCC 97-289, released August 18, 1997, 1 52 ("LNP Second Report and
Ordas).

7 Ameritech Transmittal No. 1123, p. 166.4.1 (emphasis added).

' Bell Atlantic Transmittal No. 1009, p. 890.19. At a subsequent page of its tariff,
Bell Atlantic states that it only will charge for end office queries “to a Directory
Number that has been ported out of the Telephone Company donor switch to a
recipient switch™ - that is, for calls to numbers that have actually been ported. Id.,
p. 890.22.
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carriers will not), or else pay those RBOCs for performing a service that is both pointless
and contrary to the Commission's pqliciel.

The only possibie justification for requiring queries to be performed for
every NXX designated as portabie is to increase the potential revenues for LNP query
services. N-1 carriers that deliver traffic to an NXX on an unqueried basis, in full accord
with the NANC process flows adopted by the Commission, should not be required to pay
for this utterly superfluous "service.”

[ THE COMMISSION'S PRIOR ORDERS MAKE CLEAR THAT QUERY

CHARGES SHOULD BE BASED ON INCREMENTAL, NOT FULLY
DISTRIBUTED, COSTS

The Designation Order also seeks comment as to “whether carriers may
include a fully distributed cost annual charge factor in query charges.*'* The
Commission's Eirst Report and Otder in its LNP docket unequivocally held that
incremental costs, not fully distributed costs, are the proper measure of interim LNP costs:
“The costs of currently available number portability are the incremental costs incurred by a
LEC to transfer numbers initially and subsequently forward calls to new service providers
using existing RCF, DID, or other comparable measures."® Neither Ameritech nor Bell

Atlantic even attempts to distinguish this prior finding, or to explain wihy the Commission's

' Designation Ordes, 19.

®  First Report and Order and Further Notice of Proposed Rulemaking, Telephone
Number Portability, CC Docket No. 95-116, FCC 96-286, released July 2, 1996,
1129; 0o 230, 2.8, id-, 11 130 ("states may apportion the incremental costs of
currently svailable (LNP) measures among relevant carriers®), 136 (approving
New York scheme to allocate "incremental costs of currently available mumber
portability measures” and similar proposal in Lllinois).
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cost recovery standards for interim portability are not fully applicable to permanent LNP
in this regard.

As a preliminary matter, Amenitech argues at page 9 of its direct case that
it "did not use a fully distributed cost methodology to develop its query service rates.”
However, line 3 of Exhibit 3 to the Description and Justification filed with Ameritech's
Transmittal No. 1123 is an “FDC annual charge factor,” and so0 Ameritech's assertion
cannot be credited.

In its Direct Case, Ameritech attempts to argue that LNP query service "is
not the number portability required to be provided by LECs under Section 2S1(b)X2) ...
[and] its costs are thus not subject to the ‘competitively neutral cost recovery requirement
of Section 251(e)(2)."' Ameritech then asserts that LNP query service is *a call-related
database query service,” and makes a passing citation to the Commission's LNP Second
Report and Order as purported support for its claim. 2 |

In fact, nothing in any Commission order suggests that query service is
anything other than an integral part of local number portability. Contrary to Ameritech's
unelaborated suggestion that § 251(b)X(2) somehow exciudes query service from the scope
of LNP, that section requires LECs to provide local number portability “in accordance
with requirements prescribed by the Commission.* The Commission has explicitly
required LECs to provide query service for default-routed calls, making plain that that

3 Ameritech Direct Case, pp. 5-10.
a Id., p. 10.
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service is an essential aspect of LNP, without which that system wouid be far less reliable
and stable.

The RBOCs' use of fully distributed costs ("FDC") simply cannot be
justified. Ameritech and Bell Atlantic presumably already are recovering their full costs
for "overhead” in their other rates — to permit them to spread portion of those costs over
query services would authorize a doubie recovery. Moreover, even if an FDC
methodology were appropriate for LNP query services (which it is not), the FDC factors
used in the instamt tariffs are patently unreasonable. Ameritech's FDC factor increases its
proposed rates by over 77%, while Bell Atlantic uses fully distributed loading of 60%.2
Recent state proceedings in Bell Atlantic's territory to determine overhead loading factors
for unbundled network elements have used a figure of approximately ten percent.

IV. BELL ATLANTIC'S CHARGES IMPROPERLY INCLUDE COSTS OF SS7,
OSS AND BILLING SYSTEMS THAT ARE NOT DIRECTLY RELATED TO

LNP QUERY SERVICES
Paragraph 9 of the Designation Order seeks comment on whether costs to

modify SS7, OSS and billing systems "are costs not directly related to providing local
number portability, and therefore are not properly included in query charges." As
discussed above, Ameritech states that its rates include SS7, OSS and billing systems costs
"only to the extent they were necessary for the provision of query service,” and so did not
inchude costs astributable to other aspects of LNP.>* In fact, Ameritech concludes that

3 Ameritech Transmittal No. 1123, D&J Exhibit 3; Bell Atlantic Transmirtal No.
1009, D&J Workpaper 7-5.

u Ameritech Direct Case, p. §.
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"moss costs are required for LNP generally, but are not used to provide or bill the Query
Service."®

Ameritech's observations point out what should be axiomatic: costs such
as modifications to provisioning systems that will be used to process requests to port
numbers, or to enable Bell Atlantic's internal billing and maintenance systems to identify
customers by LRN rather than by telephone number, should not be attributed to LNP
query services. N-1 carriers that purchase queries do not cause such costs, and do not
benefit from them (at least not in their role as N-1 carriers). The proper costs for
inclusion in query charges are those that an N-1 carrier would incur to perform queries on
its own behalf — that is, for example, the costs that a carrier that served only as an IXC
would bear. Plainly, many of the costs Beil Atlantic seeks to build into its query charges
fail this test, and so must be _excluded.

V. AMERITECH'S PROPOSED NONRECURRING CHARGES ARE FACIALLY
UNREASONABLE '

Paragraph 14 of the Designation Order finds that *[i]n general, carriers
have failed to justify" their proposed nonrecurring charges. Ameritech's Trangmittal No.

1123 indicates that RBOC estimated that it will require sgven hours per account per
month simply to establish an account for billing default LNP queries.® This
"nonrecurring” chargs will be levied on an N-1 carrier in each and every month that it
delivers defiult traffic to Ameritech's network.

¥ Id., p. 6 (emphasis added).
¥ Ameritech Transmittal No. 1123, D&J Exhibit 2.
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Ameritech's direct case offers only that this charge is justified because its
employees will have to "manually investigate(] and bill(] an N-1 carrier for Default
Traffic.*” Its seven-hour estimate is radically overstated, however, for & task which
should require little more than determining the appropriate carrier and entering a billing
name and address in a computer system. Further, ail or virtually all customers of
Ameritech’s "default query” service will also be purchasing exchange access from that
[LEC on a regular basis in order to terminate interexchange calls in its territory.
Ameritech therefore in most cases already will have established an account with those
carmiers, and therefore should not need to impose agy non-recurring charges relating to
billing.

Moreover, there is no basis for Ameritech’s proposal to impose this so-
called "nonrecurring® charge on a monthly basis. After a carrier has been billed during one
month for default LNP query service, Ameritech cannot plausibly contend that it will
require seven hours to set up billing in each subsequent month. In contrast, Bell Atlantic
does not propose any such explicit “non-recurring” charge for default queries.

V1. AMERITECH AND BELL ATLANTIC FAIL TO PROVIDE ADEQUATE
LUSTIFICATION FOR THEIR OUERY DEMAND FORECASTS

The Commission also sought comment on whether carriers' query demand
forecasts are ressonsble, and how they should treat their own demand. Query demand
levels are critical to LNP query service rates, as that figure determines how widely the
overall costs of queries will be spread, and thus the ultimate cost of that service.

¥ Ameritech Direct Case, p. 17.
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Bell Atlantic's direct case does nothing more than refer to its previously
filed Description and Justification (which the Designation Qrder already found lacking),
and state that it included its own queries in its calculations and that these queries
constituted 99.3617% of its total query demand.® That RBOC provides no information
of any kind as to how it actually determined its total query volume. The information Bell
Atlantic does provide, however, raises serious questions about its methodology.

First, Bell Atlantic's forecasted queries are based on the first year of LNP
implementation ("year 17). If year | costs were also used to determine Bell Atlantic's per
query charge (it is impossible to determine this from the data Bell Atlantic submitted),
then that practice would tend to inflate the tariffed rates. According to the attachment to
the Bell Atlantic's direct case, its LNP costs for year |1 are the highest of the years covered
by its projections. At the same time, it is also reasonable to assums that year 1 query
volumes will be the lowest of the years covered by Bell Atlantic's figures, because the
porting of telephone numbers will just be beginning. Thus, using year 1 figures to derive
the per query rate would tend to make the numerator (costs) in the per query costs
equation larger, while decreasing the denominator (number of queries), and thereby
overstating the per query charge.

Further, based on the information Bell Atlantic's direct case gives as to
query volumes, its investment per query appears to be significantly overstated. Bell
Atlantic states st page 4 of its direct case that it estimated that its own traffic will account

» Bell Atlantic Direct Case, p. 4.
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for 99.3617% of its total query volume. Workpaper 7-6 of its Transmittal No. 1009
shows that nop-Bell Atlantic queries were estimated at $50.228 million. Therefore, the
total number of queries Bell Atlantic expects should be $50.228 million / .006383, or
86.202 billion queries. Workpaper 7-2 states that investment per query is $0.00288S.
Therefore, Bell Atlantic's total investment is 86.202 billion x $0.00288$ = $248 7 million.
However, according to the attachment to Bell Atlantic's direct case, its total S-year
investment is $90.7 million.

Ameritech states at page 15 of its direct case that it estimates that 15% of
its queries will be for carriers other than itself. This figure is many orders of magnitude
greater than Bell Atlantic's estimated .006383% queries for carriers other than itseif, and
serves to highlight the uncertainty of the entire enterprise of predicting LNP query
volumes. Such forecasts are, however derived, no more than "best guesses” as to how
fast local competition will develop and how many customers will choose to port their
numbers — issues which telecommunications industry participants, investors, and federal
and state government officials would readily agree defy confident prediction.

Ameritech's proposed requirement that carriers requesting prearranged
query service provide 3-month rolling estimates of their traffic volumes would add little, if
any, additional certainty to query demand forecasts, as N-1 carriers are unlikely to have
significantly grester insight into the future of local competition than does Ameritech.
Further, any marginal sdded sccuracy that Ameritech's proposal might yield is greatly
outweighed by its anticompetitive aspects. It is readily foreseeable that requiring carriers
to report expected call volumes at each end office and tandem could provide Ameritech
with valusble competitive intelligence about its direct competitors. It should be sufficient
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for casriers to report whether or not they intend primarily to utilize their own or another
carrier's query services, or to use Ameritech's.

Given the radical uncertainty surrounding query demand forecasting, and
the fact that the number of queries one assumes is a major determinant of per query
charges, the Commission should approve tariffs for LNP query rates only on a yearty
basis, and direct that subsequent year's tariffs be adjusted to reflect over- or undercharging
from the previous year. By this means, the charges carriers pay over a period of years will
tend to more closely reflect the actual costs of LNP query service than could be achieved
by attempting multi-year demand forecasts.

V. AMERITECH'S PROPOSED BLOCKING STANDARDS VIOLATE THE
COMMISSION'S PRIOR LNP ORDERS

Ameritech proposes to block prearranged queries that exceed carriers’

forecast volumes by more than 125% when that traffic "threstens to disrupt operation of
its network and impair network reliability."® The Commission should reject this proposal
on two grounds: First, as AT&T has shown, Ameritech should not be permitted to
require carriers that seek to preasrange queries to submit forecasts of their anticipated
query volumes. Because Ameritech should not be allowed to require such forecasts, it
accordingly may not block carriers' LNP queries on the grounds that their forecasts fail to
meet a particular accuracy threshold. Moreover, even if Ameritech's proposed 125%
blocking standard were otherwise permissible, its direct case offers no justification for that
wbitrary cut-off. Although Ameritech describes its intention to comply with industry

» See Ameritech Direct Case, p. 24; Ameritech Transmittal No. 1130, § 6.4.2(C)(3).
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standards regarding its SCP capacity utilization,” it nowhere explains how it derives its
tariffed 125% figure from this analysis.
Ameritech’s proposal also should be rejected on the grounds that the

Commission's LNP Second Report and Order does not permit carriers to block
prearranged queries. That order adopted a NANC recommendation that the Commission
"permit carriers to block 'default routed calls' coming into their networks.*”' The NANC
recommendation made no provision for blocking prearranged queries, providing only
that:

Unless specified in business arrangements, carriers may block default routed calls

incoming to their network in order to protect against overload, congestion, or
failure propagation that are caused by the defaulted calls.”

Nothing in the LINP Second Report and Order suggests that LECs may block prearranged
queries in addition to defauit routed calls. In fact, that order urges CMRS providers, who
are not responsible for querying calls until December 31,1998, “to make arrangements
with LECs a3 soon as possible to ensure that their calls are not blocked.™ As that order
recognizes, the NANC's LNP architecture recommendations “represent industry

consensus” and were not challenged by any party when the Commission sought public

» Ameritech Direct Case, pp. 20-21.

' LNP Second Report and Order, 1 76; se¢ also id. ("we will allow LECs to block
defmlit routed calls, but only in specific circumstances when failure to do o is
liknly to impeir network reliability*) (emphasis added).

2 North American Numbering Council, Local Number Portability Administration
Selection Working Group, LNPA Technical & Operational Requirements Task
Force Report, April 28, 1997, § 7.10 (emphasis added).

¥ LNP Second Report and Order, 178.
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comment on that document ** Amaimhshmddnmmwbcmwukzomodify
memmonwﬁchmwﬁmmdtheComnﬁuionhnveaMLNPshmldbc
administered.

CONCLUSION
For the foregoing reasons, the Commission should reject the Ameritech and
Bell Atlantic LNP query service tariffs under investigation in this proceeding.
Respectfully submitted,

AT&T CORP.

By i
Mark C. Rosenblum
Peter H Jacoby
James H. Bolin, Jr.

Its Attorneys

Room 3247H3
295 North Maple Avenue

Basking Ridge, NJ 07920
(908) 2214617

February 20, 1998
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L Terri Yannotta, do hereby certify that on this 20 day of February, 1998,
a copy of the foregoing "Opposition To Direct Cases® was mailed by U.S. first class mail,
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Michael E. Glover, Esq

Bell Atlantic Telephone Companies
1300 I Street, N.W.

Washington, DC 20005

Larry A Peck, Esq.

Ameritech

2000 West Ameritech Center Drive
Room 4H86

Hoffman Estates, [ 60196-1028

Terri Yannotta
February 20, 1998
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Frank S. Simone Suite 1000
Government Aftairs Director 1120 20th Street. N W.
Washington. OC 20036

202 457.2321
FAX 202 457.2165§
fsimone@igamgw.atimail.com

September 25, 1997 RECEIVED

Mr. William F. Caton, Acting Secretary SEP 25 1997
Federal Communications Commission s
1919 M Street, N. W. - Room 222 OFFICE OF THE SECRETARY

Washington, D. C. 20554

Re: Ex parte - CC Docket No, 95-116, Telephone Number Portability
Dear Mr. Caton:

Today, Albert Lewis, Harry Sugar and I, all of AT&T, met with Kathy Franco,
Legal Advisor to Commissioner Chong. The purpose of the meeting was to discuss
AT&T's position on the allocation of and recovery of local number portability
implementation costs as previously expressed in its comments in the above-referenced

proceeding. The attached documents were used as a discussion guide.

Two copies of this Notice are being submitted to the Secretary of the FCC, in
accordance with Section 1.1206(a)(1) of the Commission's rules.

Sincerely,
e
ATTACHMENT

cc. K. Franco

X
% 9 Racycled Paper




CC Docket No. 95-116, FNPRM
Telephone Number Portability Cost Recovery

The Record

w

The record in this proceeding supports the following Commission action:

» Recognizing that the pooling and allocating of number portability costs rewards
inefficent behavior and requiring each carrier to bear its own costs

Ameritech: “A mechanism involving pooling is administratively expensive
and may incent and reward inefficiency.”

PacTel; “Type 2 costs should not be pooled and allocated. Rather, each carrier
should bear its own costs.”
SBC: “Each carrier recovers its own costs: ... This arrangement belter ensures

that carriers will deploy more efTiciently.”
« Supporting a 5-year recovery period for number portability implementation costs

. Recognizing Type 3 costs as general network upgrades and, therefore, not part of this proceeding

gy



CC Docket No. 95-116, FNPRM
Telephone Number Portability Cost Recovery

Remaining Issues
m

« We remain concerned that ILEC Type 2 cost estimates improperly include Type 3 costs
— For example, many ILECs have included the cost of accelerated switch replacements as Type

2 costs ‘

« - ILEC number portability costs should not be passed through to other carriers as local

interconnection rates or access rates.
“Application of the “competitively ncutral’ standard requires each provider of telephone exchange service --
incumbent or facilities-based entrant -- to recover ils number portability costs from its own end-user customers
and not from other facilities-based carriers.” US West Comments, August 18, 1997.

« If the Commission agrees that ILEC recovery of number portability implementation costs through
charges to other carriers is inappropriate and/or not competitively neutral, then it should directly assign

these costs to the intrastate jurisdiction as part of the separations process.

—  Absent direct assignment to the intrastate junisdiction, AT&T estimates that approximately
15% of the number portability costs would be allocated to the interstate jurisdiction with only
interstate access charges to IXCs as a recovery mechanism

_ This sels the stage for slate commissions to allow number portability cost recovery via intrastate
interconnection and access charges to other cariers
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Sovertrmant Aars Ciractar

1120 2%~ Sree
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202 457.222¢

FAX 202 257-2'583

‘simcredligamgw atmar zom

January 7, 1998 £
Ms. Magalie Roman Salas, Secretary ) o .2\
Federal Communications Comurrussion &% S % -
1919 M Street, N. W. - Room 222 PEe 2 L
Washington, D C. 20554 g:x‘-/}»_& 5 {;\
Re: CC Docket No 95-116, Telephone Number Pontability BN
z, <
% %

Dear Ms. Roman Salas:

The attached letter was hand delivered to Mr. Metzger's office today. Please
include a copy of this letter in the record of the above-referenced proceeding.

Two copies of this Notice are being submitted to the Secretary of the FCC in
accordance with Section 1.1206(a)(1) of the Commission's rules.

Sincerely,

ATTACHMENT

cc. T. Power
J. Casserly
K. Dixon
P. Gallant
K. Martin
J. Schlichting
N. Fried




Frank S. Simone

Dzver~ment A¥arrg Qiragrar
SAX 202 457-2°8%
‘smoredigamgw anmal cam

January 7, 1998

Mr. A. Richard Metzger, Chief
Common Carrier Bureau

Federal Communications Commission
1919 M Street, N.W.

Washington, D C. 20554

Re: CC Docket No 95-116,_Telephone Number Portability

Dear Mr. Metzger,

Inits Second Report and QOrder in the Local Number Portability docket, the Commission
concluded that the "N-1" carmer would be responsible for performing queries to identify the
Location Routing Number ("LRN") required to route calls to the proper end office after
implementation of permanent local number portability ("LNP").! That order held further that “if
the N-1 carmer does not perform the query, but rather relies on some other entity to perform the
query, that other entity may charge the N-1 camer, in accordance with guidelines the
Comumussion will establish to govern long-term number portability cost allocation and

recovery.”?

AT&T has recently learned that some ILECs have announced plans to perform LNP-
related quenies for every call that they terminate to a central office (NXX) code that has been
designated as LNP-capable, whether or not any telephone numbers have in fact been ported in
that NXX. Such queries are both unnecessary and contrary to the Inter-Service Provider LNP
Operations Flows-Code Opening Processes recommended by the North American Numbering
Council (NANC) and approved by the Commission in the Second Report and Order.’ Indeed,
the sole purpose of performing queries for such calls can only be to generate revenue for the
[LEC that terminates them, as these queries are completely unnecessary to the proper
functioning of LRN-based LNP, and are not contemplated by the NANC's Technical and

" Second Report and Order, Telephone Number Portability, CC Docket No. 95-116, FCC 97-289, rc!e;sed August
18, 1997, €€ 73-75 ("Second Report and Qrder”). As defined in that order, the N-1 carmer is the carmier that _
transfers a call to the "N" carrier — that is, the carrier that terminates that call to the end-user. Seeid., 73, n 20

" Id.. paragraph 75.

’ North American Numbering Council, Local Number Portability Adminusuration Selection Working Group. LNPA
Technical & Operational Requirements Task Force Report, Appendix B. Figure 9, Apnl 25, 1997




Operations Task Force Report, as is explained below  Accordingly, in its upcoming LNP cost-
recovery order the Commussion should make clear that an entity performing queries on behalf of
an N-1 carmer may not charge that carmer for quenes made for calls to NXXs in which no
number has yet been ported.

The operations flows for the code opening process were agreed to by the members of the
NANC Technical and Operations Task Force, approved by the LNP Admunistration Working
Group, and then endorsed by the full NANC and forwarded to the Commussion as part of its
_ recommendations on LNP implementation. The Commission then released the NANC
" recommendations for public comment. No party offered any objections to the proposed
operati‘ons flows, and the Commission subsequently approved them in the Second Report and
Order.

The operations flows for the code opening process describe a two-step procedure First,
the NXX code holder notifies the NPAC/SMS that a specified NPA-NXX is to be opened for
portability. The NPAC/SMS then provides advance notification to the carriers. In the second
step, when the first telephone number ports in the NPA-NXX the NPAC/SMS notifies carmers,
which then must complete the process of opening the code for LNP. The carriers have 5 days
to activate the LNP trigger so that queries will be performed for calls terminating to numbers in
the affected NPA-NXX. If no numbers have yet been ported in that NPA-NXX, there is simply
no reason to perform LNP-related queries -- indeed, this is the reason behind the design of the
LNP trigger described above.

The intent of this two-step procedure is to avoid unnecessary queries on calls to numbers
in NPA-NXXs in which no number has yet ported. In this process, query volumes will increase
gradually over time, rather than in one huge single step when LNP implementation is completed
in an MSA.

AT&T does not believe that the Commission should dictate to carmiers how they should
introduce LNP into their networks However, at a minimum, the Commuission should clearly
state in its upcoming order that if a carrier opts to perform queries on calls to numbers in NPA-
NXXs in which no numbers have yet ported, that carrier may not charge the N-1 carmier for
such queries.

Sincerely,

cc: T.Power
J. Casserly
K. Dixon
P. Gallant
K. Martin

J. Schlichting
N. Fried

‘See Second Report and Order. © 54,
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Frank S. Simone
Sovernment Alfairs Dreclor

Ms. Magalie Roman Salas, Secretary
Federal Communications Commission
1919 M Street, N. W. - Room 222
Washington, D. C. 20534

Suie 15C0

1120 200 Siraar M1y
Washingten. CC 20036

202 457.2321

FAX 202 157.2185
'simone@!gamgw altrail com

March 18, 1998

RECEIVED
MAR 18 1998

FEDERAL COMMISOCATIONS COMMISSION
OFRCE OF THE SECRETARY

Re: Ex parte. CC Docket No. 95-116, Telephone Number Portability

Dear Ms. Roman Salas:

The attached letter was delivered to Mr. Metzger’s office today. Please include a
copy of this letter in the record of the above-referenced proceeding.

Two copies of this Notice are being submitted to the Secretary of the Federal
Communications Commission in accordance with Section 1.1206(a)(1) of the

Commission's rules.

ATTACHMENT

cc: T.Power
J. Casserly
K. Dixon
K. Martin
P. Gallant
J. Jackson
N. Fried
L. Collier
C. Bamekov

i) ’(_
tb'J
n
(3]
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Sincerely,

R ers
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Frank S. Simone Suie 12C0

Sovermrment Allars Creclor 1120 20th Siraser », Ly
Washingten. DC 272C36
202 457-2321

FAX 202 457.2'33
fsimecre@igamgw atiimal zam

March 18, 1998

Mr. A. Richard Metzger, Jr., Chief
Common Carrier Bureau

Federal Communications Commission
1919 M Street, NW. - Room 500
Washington, D.C. 20554

Re: CC Docket No 95-116_Telephone Number Portability

In its March 12, 1998 ex parte letter in the above-captioned proceeding,' SBC continues
to argue that because it plans to perform unnecessary LNP queries for calls to NXXs as soon
as they have been opened for portability, it therefore should be permitted to charge N-1
carriers for this utterly pointless “service.” SBC is, of course, free to perform unneeded
queries within its own network, if it chooses to do so. However, the Commission’s LNP
orders do not permit it to charge N-1 carmiers for such quenes.

As AT&T and other parties have shown in several recent pleadings,’ the NANC Process
Flows, which the Commussion adopted in the LINP Second Report and Qrder, provide that
queries need only be performed when at least one number has been ported from an NXX*
That is, N-1 carmiers are not required to perform queries before delivering a call to an NXX
unless at least one number in that NXX actually has been ported.

Figure 9 of the NANC Process Flows, a copy of which is attached to this letter, plainly
zhows two distinct timelines: The first timeline, captioned “NPA-NXX Code Opening,”
depicts the process by which an N XX holder makes that NXX available for porting and

' Letter from Lincoln E. Brown, Director, Federal Regulatory, SBC Telecommunications, Inc., to Magalie

Roman Salas, Secretary, Federal Communications Commission, March 12, 1998.

P See e CommenuofAT&TCorp filed March 9, 1998, pp. 10-14 in mpanies Petition for
r Porability

meﬂn_. CC Docket No. 95-116, NSD File No. L-98-16.

}  See North American Numbering Council, Local Number Portability Administration Selection Working
Group, LNPA Technical & Operational Requiremeats Task Force Report, April 25, 1997, Appendix B, Figurs
9, (adopted by the Commission in Telephone Number P . CC Docket No. 95-116, Second Report and
Order, FCC 97-289, released August 18, 1997, § 52 ("LNP nd Report and er™).

)}
J

)
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notifizs the NPAC/SMS that it has done so A second, separate timeline in Figur 9,
captioned “First TN Ported In NPA-NXX," indicates that after the first number 15 portec i an
NXX, the NPAC/SMS broadcasts a “heads-up” notification to service providers, which 17en
“complete the openuing for the NPA-NXX code for porting in all switches " As a matter of
simple logic, if SBC were correct that the NANC Process Flows require N-1 carriers to
conduct quenies for ail calls to an NXX as soon as it is designated as portable, there would be
no need for the second timeline in Figure 9. The requirement that service providers “‘complete
the opening” of an NXX can only mean that they must then begin conducting queries for calls
. Any other interpretation renders the NPAC's ‘heads-up” notification superfluous, as it would
merely alert N-1 carners to continue doing what SBC asserts they should have been doing
along, namely querying calls to that NXX.

Perhaps the most fundamental problem with SBC's approach to LNP queries is that it
would require queries to be performed for no purpose whatsoever. The bottom line is this
until a number actually ports in an NXX, no LNP query is necessary to properly route any call
to that NXX. The Commission implicitly recognized this fact in the LNP Second Report and
Qrder, when it defined a “default routed call™

A ‘default routed call’ situation would occur in a Location Routing Number system as
follows: when a call is made to a telephone number in an exchange with any ported
numbers, the N-1 carmer (or its contracted entity) queries a local Service Management
System database to determine if the called number has been ported.*

A LEC may only charge an N-1 camier for querying a default-routed call when a call is placed
to an NXX for which there exists some need to confirm the identity of the local carrier to
which a particular number is assigned -- indeed, a “default-routed call” only occurs in that
circumstance.

SBC's ex parte goes on to argue that activating LNP quenes on an NXX-by-NXX
basis would be “burdensome,” and could create fouting errors. This claim cannot be
credited in light of the fact that Amentech has made clear that it only intends to charge
for LNP queries for calls to an NXX in which at least one number has ported.’ But
even accepting SBC's claims arguendo, they demonstrate nothing more than the fact
that SBC has not planned its PLNP implementation in a manner that comports with the
Commussion’s requirements. Carriers that have designed their LNP processes to
perform queries only after they receive the NPAC “heads up” notification in accordance
with the NANC Process Flows should not be penalized because SBC has designed its
network processes differently. SBC states in its ex parte that “No carrier indicated that
NXX'’s [sic] in a given switch would require LNP activation at any time other than the
initial deployment of LNP in that switch.” Given the clear requirements of the NANC
Process Flows and the econd Report and Order, there was simply no need for

‘  LNP Second Raport and Qrdsr, § 76 (emphasis addzd).

®  See Reply Comments of Ameritech, filed February 27, 1998, p. 14 (“Ameritech clarifies that it wall only
bill the Query Senvice rate on calls to a telephone number within a c2atral office code (NXCX) from whuzh at

least one nwmber has been ported.”) in Number Portability Qusrv Senices. CC Docket No. 95-116, CC3. CpPD
9746,




any cammer to so indicate. As AT&T stated above, if SBC believes that the manrner in
which 1t has chosen to implement LINP makes it necessary to query every call to an
NXX that is open for portability (as Amentech does not), it is free to do so. However,
SBC may not charge N-1 carmers for unnecessary queries merely because it has elected
to perform them.

SBC also attempts to argue that the dispute regarding its LNP query practices will not
actually effect the amount it recovers in query charges. The March 12” ex parte contends that
. SBC’s costs related to LNP query service will not be affected by the number of queries for

" which it can charge, and therefore that lowering the number of queries for which it can charge
will simply make each query more expensive.

As a preliminary matter, this argument necessanly concedes a crucial point: SBC admits
that performung queries only for calls to NXXs in which at least one number has been ported
will not affect its costs. Accordingly, its protests that querying only such calls will require it
to endure a “burdensome” process of activating each NXX for portability individually cannot
be taken seriously, as by its own reckoning, any added “burden” will be so insubstantial that i
will not cause any additional expense.

Further, SBC’s argument that its proposal to charge N-1 camers for unnecessary LINP
queries will have no net cost effect fails to account for the fact that its proposal could atfect
the identity of its query service customers, not merely the per-query charge. Carmiers such as
AT&T that intend to perform their own LNP queries may nevertheless need to purchase LNP
query service from other carmiers if they are temporanly unable to perform queries for
technical reasons. If LECs nationwide were to choose to perform LNP queries on all calls to
NXXs designated as portable, an N-1 carmer that had designed its systems to comply with the
NANC Process Flows might experience capacity and congestion problems until it could adjust
to the sudden, tremendous volume of queries that it would be required to perform under
SBC's new policy, and accordingly might be forced to purchase LINP query services that it
otherwise could self-provision.

In summary, the Commission already has held that N-1 carriers are only required to
perform (and to pay for) LNP queries for calls to an NXX in which at |east one number has
been ported, and should confirm that all tanffs for LNP query services must conform to this
ruling.

Sincerely,
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Inter-Service Provider LNP Operations Flows

Code Opening Processes
Figure 9

NPA-NXX Code Opening

1 Step

Descri_g_tion

I. NPA-NXX holder notifies NPAC SMS of

_ NPA-NXX Code(s) being opened for porting.

The service provider responsible for the NPA-
NXX being opened must notify the NPAC SMS
via the SOA or LSMS interface within a
regionally agreed to time frame.

2

NPAC SMS updates its NPA-NXX databases

NPAC SMS updates its databases to indicate that

the NPA-NXX has been opened for porting.

NPAC SMS sends notification of code
opening to all Service Providers via LSMS.

(VY]

The NPAC SMS provides advance notification
of the scheduled opening of NPA-NXX code(s)
via the LSMS interface.

h

b

First TN Ported in NPA-NXX

Ste

Description

|. NPAC SMS receives subscription create
request for first TN in NPA-NXX

Service Provider notifies NPAC SMS to create

subscription for the first telephone number in an
NPA-NXX.

2. NPAC SMS sends notification of first TN
ported to all service providers via SOA and
LSMS

When the NPAC SMS receives the first
subscription create request in an NPA-NXX, it
will broadcast a “heads-up” notification to all
service providers via both the LSMS and SOA
interfaces. Upon receipt of the NPAC message,
all service providers, within five (5) business
days, will complete the opening for the NPA-
NXX code for porting in all switches.

31398

Pi1g2 !l




CERTIFICATE OF SERVICE

[, Terri Yannotta, do hereby certify that on this [0® day of July, 1998, a
copy of the foregoing "Opposition To Direct Cases" was mailed by U S first class mail,

postage prepaid, to the parties listed below-

John M. Goodman

Michael E. Glover

Bell Atlantic Telephone Companies
1300 I Street, N'W.

Washington, DC 20005

Larry A Peck

Ameritech

Room 4H86

2000 West Ameritech Center Drive
Hotfman Estates, [L 60196-1025

Robert M. Lynch

Durward D. Dupre

David F. Brown

Hope Thurrott

Southwestern Bell Telephone Company
and Pacific Bell

175 E. Houston, Room 4-C-90

San Antonio, Texas 78205

Terri Yannotta

July 10, 1998




CERTIFICATE OF SERVICE

1, Terri Yannotta, do hereby certify that on this 29" day of January, 1999, a copy of
the foregoing "Petition To Reject Or Suspend Tariff" was mailed by U.S. first class mail, postage

prepaid, and sent via facsimile to the party listed below:

Mr. Pete Sywenki
Director — Federal Regulatory Relations
Sprint Local Teleccommunications Division
1850 M Street, N.W_, Suite 1110
Washington, DC 20036
(202) 828-7452

January 29, 1999




